DbCOHEBT BBSOH'e 



ED 169 9B4 



HE 012 92S 



TITLE 



IHSTITOTIOH 

SPONS^ KGENCf 
BEPOBT HO 
PDB DATE 
CC^TBlCT 
HOTE 



EDPS PRICE 
DESCBIPTOBS 



Study of Prograa Management Procedures in the Caapus 
\ B2^ed and Basic Grant Programs^ pina^. Eeport , Vol. 2: 
'who Gets Financial IssistanceV-^w' Jiuch^ .and why?' 
Applied Management sciences, 'inc.. Silver ^'Spring, 

Md. • ' " ' ' 

Department of , Education, Washincrton, D-C- 
f 6-129 

- May 80 . . ^ • ' - 

300-77-Ott98- 

27Bp. ; For related document see HE 012 927. 
MFai/PC12 Plus Postage. - 

C9lleqe' Stu'dents; *Eiigibility ; Federal Aid; ^Federal 
Programs: ^Financfal Needss .*GovernBent School 
Relationship; Higher Education; *Need Analysis % 
>: (Student Financial Aid)*: "program Effectiveness: 

Program Implementation: *Student Financial Aid; 
Student Loan Progrins 

' ■ . 

ABSTRACT ' 
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review of^e extant literature, and a dtsfcussion of the role of the 
stikent in the financial aid delivery system. Section II provides the 
empirical results 6f this study. The s^tion begins with a 
macro- leyel view of distribution of*financial aid funds and' then 
lioves on to a "discussion of two aspects of distributive 
equity««^vertlcal mobility. and the iepact of financial aid^jjn the rates 
of participation in , higher education. The final chapte^T^ocUSes on 
the relationship between eguitable outcomes and institutional 
discretionary management practices. -AppeRdices include major project 
deliverables and the current financial aid programs administered by 
the O.S. -Office of Education. Exhibits and tables offer statistical 
support throughout the report. (LC) * - » 
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NOTE TO THE READER 



Thjls report has beai produced in three separate and distinct 
volumes* Volxme I contains material related to the institutional 
ioapagesiie^t of student financial aid; Voluase II- focuseV on «ie effect of 
the various aid. programs on postsecondary students; thi--^£nal volume is a 
Sunnary which highlights the laost significant aspects pf the study's 
fin4ings. , In lieu of a single abstract, the preface^to eadh of the ^ 
sections of Volujaes I and II provides aih overview of the material 
discussed therein - (Volume I contains five sections; Volume II contains 
t^ sections). For a summary of the findings of both volumes, the reader 
is, of, course, referred to the Suniaary volume which was prepared for this 
purpose.' . , . ^ 
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\ . - _ - INTRODUCTION 

COirtENfS OF THIS VOLUME ■ — ' • • . . - " 

^is report 1« divided into two main aections. Secti&n!! provides ^ 
general supporting informatioa; Sectrion II providei the empirical results 
of 'this study* Sectipn I begins by sketching the b&ckgro^Und ilitid. context 
6£ the subject of * student aid, ii^c lading the history of its development, 

a revievr of the extant .literature, and a discussion of the role the' 

' ^ , * - ■ '* 

student, in the financial aid delivery system. Section II begins with a 
macro-level view of the distribution of financial •aid funds and then 
moves on to a discussion of two aspects of distributive equity-— vertical 

mobility and the impact o£ financial aid on the rates of participation in 
higher education* the final chapter focuses on the relationship between 
equitable outcomes and institutional discretionary management practicis. 

STUDY BACKGROUND ^ , ' 

'This study is the third and final phase of the U.S^ Office *of 
Education's (USOE)-^^ assessment of the impact of Federal financial aid 
prograxtis on postsecondaty stjidents, institutions, and stat? governments* 
Formally titled **Study' of the Imp§ct of Student Financial Aid Programs" 
(SISFAP), the components completed priot to this study include: 



y In Hay 1980 the United States Office of Education (USOE) was 

reconstituted as the Department of Education (ED). In order to avoid 
confusion, land to remain consistent with documepts previously produced 
under this contract, all appropriate passages in this report will refer 
to USOE. 



the desiffl i of a research strategy to assess the impact of 
financial aid (SISFAP I); ^ / . 

the study of the impact of Federal and state financial aid 
programs ahd policies on the choice process^ of pogtsecondary 
bound students (SISFAP II, Study A) ; ' 

the study of the way in which labor market condatioas (and 
'perceptions thereof) interact vith educational costs and-i^ 
financial aid to influence access to postsecohdary e^iucation / 
(SISFAB II, Study B) ; 3 ' 

; the examination of the impact of financiiT^aic^/ on sjC^ud»y^nt ^ 
V persistence in postsecondary education (SISF^ II,/St^dy C)j and 




the relationship between Federal and state s^udenl 
(SISFAP II, Study D) . 



This rWj^tfining component (SISFAP HI) was intended 
effectiveness and efficiency of procedures employed by 
^government and by participating' institutions of pos 
to operate ,4tTMd manage the Campus Based and Basic Edi 
Grant td^06) jtssistancfe programs. The BEOG program 
$2.36 billion, is the- mainstay of U^. student aid/ 
afdministered by the U#S« Office of Education and^p 
poatsecohdary student with an entitlement to finan 
can be used at any of thousands of approved pos^se^ 
The 'amount of the entitlement is based upon the s^ 
derived from a uniformly applied formula), while 
calculated using the cost of educatioi^ at the sci^oo 
chosen to attend. The Campus Based programs, on 
administered .locally by the staff of eligibl^e iipst 
thk Supplemental Educational Opportunity Grant i(SEi 
Student Loans (NDSL); and College Work-Study ((|wS)L 
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a^d ptogyams 

iluate the 
^eder^al 
ary education 
^Opportunity 
cut^iently funded at 
i centrally/* ' 
les the eligible 
assistance which 
tyy J^nsti^tutions • 
nt/*s need^ (as 

Che student ha« 



tut 
0? 



Other hand, are 
ions 
National Direct 



They include 



THE IMPETUS FOR THE STUDY ft 

Evaluations of the Federal student aid progra}|s, from program 
appropriations to the distrit>tition of funds, h^ve been mostly piecemeal 
in nature* While specific components of this jjomplex system have been 
examined a^ several levels 'of sophistication and detail, thei^e ^aa been, 
prior to the SISFAP project, no unified, comprehensive analysis of the 
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Federal goveroment's involvetoent in the provision of funds IWr po^t- 
aacc^ndary students* The need J£ot such an in-depth , broad^cope stiK 
hoover, did not long go unnoticed. In 1974, the National Task- Forte oi 
Student ^d Frobleaa (otherwise known as the Keppel Task Force) was 
forrsed to examine a complex system that had become .increasingly* « « 
troublesome to the general public*. . ."^^ Its charge was to examine the 
delivery ^system for student aid while ignoring the broader issues of 'an 
appropriaOe social policy for the financing of postsecondary education.^- 
While the iMk Force addressed many of the issues included in this study ^ 
its recompwndations were derived' in a deliberative fashion from the 
expertise of the various panel members* As stated in its Final Report, 
its role was to 'Hntegrate and implement the results of maxiy existing 
efforts into. the broader form of a total delivery system and then to 

achieve the support ind backing of the associations and individuals w^io 

' i 3/ ' * 

can bring them into being. *V In a significant sense^i^ the problems 

identified by the Task £orce and its rec(»meildatians formed the basis for: 

th* formal evaluative effort rept^ssented by the SISFAP studies 

RESEARCH OBJECTIVBS ' \ 

The Office of Education*^ .interest in examining the*^ programs ^^and 
their procedures is threefold: to evaluate the ec ^uity of th6 
distribution of Federal financial assistance fundf among students ^witb 
similar characteristics-; to identify the aid practices jgid pgocedures 
that bes^ meet the objectives of the Federal programs; and to provide the 
dSta needed to develop a behavioral model of tlje flow of H.S* student aid 
dollars. Specifically^ the study was designed to examines 

m the relationships between program funding levels and program 
: objectives; , ^ ' 

• th^ factors influencing the decisions of institutions to 
participate in ^ the programs; 

• ^ the impact of application ^nd aid distribution procedures on 

both institutions and students;' 



^^Francis Keppel, Nat ionaH^ Task Force on Student Ajd^ Problems: Final 
Report (Washington, D.C: U.S. Office of Education)^- p. 1. 

^^IMd., p. 5. , 



1*3 



the factors aifec^ing rae' ability of postsecondary institutions 
to ispleoent^the'^^rograiM in accordance with the needs of' 
stiKicjnts and^ the regulations and guidelines isdued by USOE; 

the factors'/ affecting the participation of students in' these 
pro grains 9 including counsel ing, consumer information^ 
applicatioQPL processes 9 need determination, and aid packaging; ■ * 

the burdetis ^and benefitjfs of program overs i^t procedui^es (e«g«y 
;iionitorinA; andl validation) fdr >oth institutions and the Federal 
goVemmexpj and ^ 

the impact of these programs on postsecoc(<iary institutions ^ 
particulirly^^ith regard to cost, change* in educational 
quality, I and chai|ges in student body citgoEiposdtion. : ; 

vftiile this r|e>ort , land the companion volume /on institutional • / 

practices^ addresi QU>st| of these areas, t^o attempt. has been mad^ here t, 
duplicate the material 
project • . A listing of 



covered in reports previously issued during 
all such documents is pro^^ed in Appendix 



THE SCOPE OF FEDI RAL StoOHT TO POSTSECOND^Y ECtJCATION 



7 .• 



The postsecondary eSucatloQ sector represetu:8 significant 

' I / ^ ■ • - 

Accordii)^ to the'Na^iq^al Center^ for ^duc 



ot Chis nation V 
Statistics, is l>j 



econc 
auti 



■ / 



id 




1978, there wer^ about/ 12.6 million students . ''■ 



Ithi 



5,000 institutions of a/vanced leamingy 0^' these ^ 

il epllegesf a^a th|i 



enrolled in mpi 
^ I 

U*4 millipa wbre, enitolled in 3,046 trkditi 

remaindeif in jlroppie^ary schools. Whil^ ^slightly less' tha^ half the 
colleges CI, ^5) jere pufilicly con^dlTed^ tpis cofaponen^ enrolled a Imorst 



80 percent of all college students. 



/ 



With regard to the fixiancing of postsecondary education Csee Exhibit 

l«l}, :the National Center estimates *thaf:' lor fiscal year 1977 ther 

. ' 'f^ ■ ■ ' 

revenues to all of postsecondary education totalled $43,4 billions, 34 

percent of which came from state and Iqical support, 2^ percent from 

tuiticm and fees, and 17 percent from the Federal government. This is 

further illustrate^ below in Exhibit 

/ ■ ■ ■ * ^ ' 

This massive influx of public monies into the postsecondary education 
sector has grown at an incredible rate since 1963, particularly in the 
area of Federal support (see Table l.I),. During this 15-year period,, the 
Federal funding of postsecondary educaJ|:ion has increased from 
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EXHIBIT 1.1 « SOUEICSS OF FUNDS FOR POSTSECONDASX EDUCATION 
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latiitoai 'Coianiisslon on Che Financing of Post secondary Education 
Ft&ftwork for Analyzing Postsecondary Education Financing 
Llcjes . May 1974. ^ 
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E2H1BIX a.2: FUJaNCING POSTSECONHARY EDDCA3K0N: WHEEE DOES THE ^DNE^ COME FROM? 



V 




Total Federal. Aid- 
tl2 billioni' 



TOTAL. 



$43v4 Billion 



Public - $29.3 BUllon 
' Private. * $14.2 Biii^ion 



rac^^ii 



SourceJ ^fational Center for Education Statistics, Financial Statr^^ics of Inscitutidns 

,y,. of Higher Education, 1976-77. Table 123. 

*' ' . » . , * 

1/ ' f 

— Includes: Student Aid, Institutional Support, Program Funding and Research, excluding 
SoQlal Sectirity — Data from the Office of Management arid Budget, Special 
AnalysiaC 1978 . 
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TABLE 1.1s PERCENTAGE INCREASE IN FEDERAL SUPPORT TO POSTSECONDARY 
^ EDUCATION 1965-1979 ' 





.Total Percent Change 
1965-1979 ^ 


Average Annual 
Percent Increased' 


Research Support 


/ 234 


9 


^ Iust:itutioiiAl Support 




9 • . , 


Aid to Students 




30 


• , _ - ' 







Source:! 0MB, 1971-1979, Special Analyses, Budget ot the United States, 
i/A compounded rate of increase, i,e, V2 * ^1^^ ^ r)^» - ' 

approximately $2 billion to a staggering $13 billion — a tot^J increase of 
550 percent, or an average annual increase of about 13 per9ent. The most 
dramatic rise, as shown below, ^s occurred in the area, of direct student 
assistance « . ' 

^ In 1965, it is estimated that the Federal ^government provided about 
§200 million ih student assistance; however, by 1979 total ^Federal^ * 
outlays for students ^(inclusive of all programs, e.g. , ^Office of 
Education, Sdcial, Security, Department pf Defense, etc.) approached $8 
biUioh. Even more tel^l^ng is the fact that, in 1^964, Federal assistance 
helped meet abouf^t^ percent of total postsecondary student cost*? by 
_1979, it is estimated that the Federal cont^buti6n had grown to about 15 
^percent' of the total. Clearly, the Federal government is rapidly ^ - 
approaching the status of a major partner in *6he provision of higher 
education to Americans youth. ^ \ ^ ^ \ 

CURRENT TOPICS OF THE DEBATE ON STUDENT FINANCIAL ASSISTANCB* 

• The first years of the 1980s will be especially crucial in charting 
the future course of Federal involvement, the role of the institution, 
and the perception of the student's place in the aid process. Therefore, 
the dec^ision to authorise a study of this magnitude, scope, and cost on 
the topic of student financial aid was made with full awareness thnt its. 



fioal product would, among other things, provide a valuable reference for 
those engaged in considering the current issues of debate oa?stud^ent 
financial assistance > These are 'briefly discussed belov. * 

Congressional Reauthorization 

The most active foxrqp for the airing of views on the rftalni of Federal 
invqlvesajsnt in student aid is the current dra^ying of the Reauthorization 
of the Higher Education Act of 1965 by Congress. Ajt the tiiae of this 
writixig, ^the House of Representatives has passed its own version of a 
reauthorization bill, while the appropriate Senate ^Cofanitteei are ^ 
{Preparing to begin a mark-up of its own reauthorization proposal. 

The, scope of the debate on re^ithorization has been virtually * 
limitless • In addition to detenaining the levels at which the3isic 
Grant, and Caa{Hss Based ^ograms are to> be funded for the coiaing years, 
Congress will be escamining ^ther aspects of the financial aid p^cess. , 
» Below, are some examples of the issues which have been set before the 
Senate and House as ^^hey consider Htle XV legislation; ' ^ 

• re f inesMtnt of the H^OG and ^Campus Based need analysis forpuj^a^ 
(e«g», asset pr^^f^tion allowances, def^ition of independent 
student status); 

• financial ai$} funding for less than half-time studisnts; . 

• expansion of aid programs directed to assist graduate students; 

• , restructuring of the Fedex;ally sponsored student loan programs 

(e*g*, establishment of a national loan ban^, consolidation of !^ 
the NDSL and Guaranteed Student Loan (GSL) programs); ^ 

• ^elimination' of the payment of subminimum wage to some College 
Work-Study recipients; and 

• revision of the formula by which USOE allocates Campus Based 
^ fundti to participating institutions # ' 

Student-Consumer Is sues 

'■ ; . % . .• 

The student-institution relationship has acquirea new significance in 
the laar decade society attempts to^implement, through massive federal 
funding programs, the American dream of open access and free choice in 
postsecondary education for all citizens^ 'In such a ^context, 
InstiCutioQS of higher education, logically and ethically} should deal 
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In a fair and business like mannjer both with students who eiiroll and with 
those who seek information about the educational service offered.—'^ 

The above is a rather concise codification of the iss&s which 
form the basis for the student-consumer movement in the area or 
student financial aid* Alj;hough students are the most commonly -^^ . 

identified ^'consimiers/' of student financial aid| the term is alsb 
broad enou^ to include family members (e.g.^ parent spouse) who 
are contributing to the support of posc^secondary students. 
Student consumerism also cbvers issues which are not necessarily 
relevant to this dis^ssion of financial aid^ includijig eqiployment 
prospects of graduates ^ for example. Elaine El-^Khawas^ in an 
article JenCltled '^^ffective Response, to Coxfttimerismy outlines the 
lUsic i^ar^as of student-consumer concern which can' be applied to a 
mimber of aspects of postsecondar^^ education* These are: 

IX^ protection from abuse^ frauds or misrepresentation; 

2) - better understanding of available options and institutions;^ 

^ ,3)* commitment to develop standards of V'fairpractice'* in procedural 
aspect^s of the student-institutional raffatipnship; and^ 

4} "^asurancls about adequate program quatlity."^/ 

- ■ :* ■ ^ ■ ' ' U"' , ■ ■ • ■ 

Ms* Sl-Khawas viewa the rise of student consumer!^ as a very positive 
step towards an overall improi/|ment of postsecondary education* She 
points out that in order to respond to the needs of consumers i an 
effective tripartite relatfionship will have to be established,' with 
government^ institutions , and students working in a cooperative manner. 
All partieg, Ms. El-Khawas contends, must be prepared to reevaluate their 
present pos|.tions and practices: * 

In its call for increased responsiveness to the heeds of 
students in the procedural aspects of thei^^ relationships with 
postsecondary institutions, consumerism represents a general 



— ^Joan Stark, ed*, The Many Faces of Student Consumerism (Lexington, 
Mass . 5 Lexington Books, 1977), p. !!• 

— '^Elaine H. El-Khawas, "Effective Responses 6p Consumerism," in Stark, 
ibid*, p. 125. - 



challenge to review ^exis ting practices andf as necessary, to devtgiop new 

6 / 

procedures to meet changing student needs.-* ' * . , 

The de^velopment o£ the Consua^ej? Information Requirements represents the 
initial Federal response to this organized call for greater consumer 
awareness. In the years to cooe^ those advocating student-consumer 
conceras hope to expand*- thfe consumer guidelines to cover a broad range of 
Student finincial aid practices 5 including the awarding of aifi, \ 
determining need, and assigning College Work-Study jobs... 

iPniformity of Praeti<!e " ^ 

The initiation of a system of Campus Based student aid programs was' 
prompted by a belief among members of Congress and USOE that there are a 
variety of local factors which could, and^should, influence ^the awarding 
of student financial assistance funds. However, one Has only to* examine 
the complexities involved in administering the Ba«ic Grant Program to get 
a feel for the impossibility of centrally administering, the awarding of 
upwards of $5 billion in stiident aid funds* 

By building in so much discretion on thejr institutional level, USOE . 
has created. a system which contains some degree of uncertainty* Ip ^ 
response to the existing structuife of these programs, institutions will, 
necessarily develop prac&ices which ^re unique to their, owp cirpum** 
stances* The concern of^SOE is not so^^much the uniqueness of the ' ' 
practices^ but rather that the ouficomes they produce (the awarding of aid 
to students) will not be consistent with the broader program goals ; From 
the Federal viewpoint, schools must use their, Campus Based aid allotments 
to increase the potential for access and retention among students with 
the greatest relative need* At this moment, USOE is considering whether 
its traditional reliance on the provision of guidance to financial *aid 
offifce? on proper practices is enough to ensure th6 achievement of these 
desired outcomes* The alternative is. to promulgate regulations creating 
a more uniform model of practice for all facets of the aid awarding 



process (see Voliusie Section 3, for greater detail) i thus leaving the ^ 
campuses vith an, adsiinistrative rather than a policy-oriented role in the 

aid delivery system* Many of the subsequent chapters -^in this teport ^ill 

. ? ' 

address the existence of variant practices among institutions. Whether 
the existence of such variance is a healthy sign that the system <is 
responsive to local* considerations or symptomatic of a violation of the 
programs' legislative intent is the fulcrum of current debate on this 
matter.. j | . . * 

Prevention of Institutional Fraud 

, ^ • V , 

As a cprollary^^to the ^bove discussion, consider t&at USOE must ' 
un^lert^ke an ongoing effort to ensui^e that tjixe funds which it allocated 
are expended* in accotdance with the law. ,By opting for a more ^ 
decentralised method of aiding stuifents^, USOE has, in fact y increa^sed the 
poCencial for the abuse of public monies. In a recent effort to impose < 
external controls on the uses which schools make of Federal aid funds> 
USOE has developed a sophisticated set^of application and reporting * 
requirements^ which provide it with descriptions of who received Federal 
student aid and in what amounts. Additionally^ "program review audits," 
which are conducted at the institution by USOE personnel, are designed to 
provide the Federal government with more detailed records of tfie specific 
practices of selected aid offices. At> of these methods of tracking 
institutional compliance- are considered in detail in Volume I, 
Chapter 11 ^ of this report. Suffice it to say at this point that USOE^ 
must attempt to walk a very narrow line in this matter between properly 
protecting public monies and>^not burdening institutions with an 
inordinate amount of paperwork. ' ^ 

RESEARCH APPROACH AND METHODOLOGY . . 

Due tQ the complex nature and large scopi pf^this research project, 
it was divided into three stages. Stage I included the description and 
evaluation of those operational and managerial procedures which could be 
analysed using existing data sources or interviews with USOE staff, and * 
the development of a detailed research design for a national survey of 



\ 



^ postaecondarj?^ institutions and students. In Stage I^, t{>i* design was ' 
implemented using. a nati,onally representative sample of 172' postsecondary 
institutions ^d over 20,000 randdmly selected students. Stage III of 
the project, which was separately funded and recently completed, was to 
assess the impact of the Middle Income Jjtudent Assistance Act (MISAA) on 
the distribution of student financial- aid. The assessment was based on a 
quasi-expetimental research design, car;: i'ed outr" through a^. longitudinal ' 
V foUow-up of the same schools\.'^|i^ during the Stage II survey. ' 

,While"a detailed, ciiscussidn o£ the research design can \be found 

11 ' \' V 

elsewher-e,-< the „ sampling strategy for this study can be easily 

summarized. >Fir St, a listing if schools, eligible to participate .in 

■ii ^ther the Bas-ic Grant or any ,oif ,the Campus Based programs , \ta.s compiled 

using available USOE data filesl Next, the institutions were ^ stratified, 

-, or grouped, into one* of 32 separate catejgories definbd by the^ following 

^ * varia'bles; 

• control: pubJLic, privai^e, and proprietary; : 

• level: UniversltyA-ye^r, and a-year or lessj 

• participation (for p^^opriietary schpols only): BEOG only, and 
Caittpus Basi^d schools; 

• type of Program (for proprietary shools only): qostoetology, 
buain^sdy trade/technical, and other: 

• state effort 4p financial aid; defined in terms of the number 'of 
^nee4H>ased programs offered: five or more programs, two to fout 

programs, and one or fewer programs; ^ 

selectivity, defined in terms of the school's average SAT/ACiT ' 
sqore for all entering freshmen: schools with averages above . 
the median, and those below; and 

• size: 1,000 students or less, and over 1,000 students. 

The nonprofit (public and. private) 4-year schools were, then ordered 
within «ach group on the basis, of their average tj;^tion and fees ap as to 
ensure adequate representation of this important variable. Finally, two 
, types of schools were deleted from this population listing prior to the 



-'^Applied Management Sciences, Technical Report No. ii Sample Desij^, 
, Student Survey Yield and Bias « Novea^er 1979. ^ 



selecticxi of the sample: those which were hospital-based (958 schools)^ 
and those iriiicfa had been included in a study being conducted by DHEW's 
Bureau o£ Student Financial Assistance (about l96 schools)* The former 
were excluded since they were atypical of the universe o'f schools in ' ' 
terms of their strticture and the types of aid offered^ and were not of 
particular po'licy interest. The lattexf were dropped to avoid the 
potential for overburdening certain respondents* 

Once these strata h4d. been formed ^ the sample of 150 institutions 

origitially deaired was allocated 'to each group in proportion to the 

nusi»er ^n the population falling in each stratum, except that^the initial 

division between, profit-naakii)g and nonprofit schools was adjusted in the 

direction of t^e nonprofit inatitutions* This was necessary because 

althou^ the profit^naaki^ s&bools adcbunt fot about 40 percent of the 

schools, they account -for only a small proportion of the students « At 

this pointy ^he Office of HanAgement and Budget (OMB) requested that the 

saQQ>l^ of 4-year public institutions be increased by 25 schools <^ Tljese 

extra schools wc&^fs^ al^so allocated proportionally to each of the public 

institution strata, thereby increasing the total sample to 175 

postsecondary Institutions • The actual selection of the , sample of 

* . . ■ \i 

schools to parfi'icipatfi in the survey was conducted randomly within each 

of the 32 groups, using the sampling proportion described above. 

Within each of the selected schools, a random sample of students was 
selected by the individual local site Coordinators using detailed 
prGt£ai^^a developed by Applied Management Sciences T Baaically, the 
schools were requested to: 1) compute a sampling ratio by dividing the 
total enrollment by the required sample' size? 2) obtain a listing of all 
.undergraduate students ^registered £t least half time (i»e., eligible for 
Federal student aid); 3) strajtify them by class level if at least a 
2**year school; and 4) use the sampling ratio' to systematically select a 
random sample of students. In most cases, these procedures required only 
minimal adjustments to fit individual situations. A smafl number of 
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schools (approxixnately ei^t institutions) were unable to stratify their 

students by class prior to *se lection* This was due mainly to the 

combination of a lack of data processing capability and an enrollment 

^sise too large to be handled manually. In these cases^ the selection was 

made by the schools randomly without prior stratif ication* 
• ^\ 

The practical work of responding to the objectives of this project 
can 1|« supsarized as including: ^ ^ 

# the review of literature and of escpert views on issues of aid 
admihist^tion; ^ 

• ' the codification and analysis of basic data on the past 
^ operations^ of the Federal programs — particularly the 

^ authorization and utilization of Federal funds; 

# a computer-abased simulation analysis of the Basic Grant program; 

• the detailed f on-site investigation of financial aid practices 
in each of the 172 colleges and other postsecondary schools; 
titis work^ carried out in e^ly 1979, included — 

— . obtaining extensive statistical and other data on 'local aid 

offices, their work, and theiif problems; 

— interviews with^ number of ciuapua officials directly 
concerned witt|/student aid, including school presidents and 
deans, business officers, and extended talks wi^th aid 
personnel; 

— surveys of Sf random staple of all undergraduate stlidents 
enrolled at each school in the study, to obtain matched 
data on aid recipients and nonrecipients; and 

— extracts from the school records of the sampled 
undergraduate aid recipients, to obtain detailed da^a on 
individual needs, counseling, and aid awards; 

*• a less detailed mailed survey of an additional 1,100 schools, to 
obtain key data for more complex and precise analyseslof 
institutional administrative procedures* 

Collection of data and preparation for analysis are still underway for 
the last component listed above (the mailed institutional survey), and 
will be treated in a separate report to be prepared by the summer of 
19&0'. The Stage III ^ssessm^nt of MISAA impact has been partially 
completed, and the results were reported to USOE during early April 1980. 
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This project has taken place, as previously noted, during a major 
Congressional debate over future policies and funding for these 
programs. Part of the function of this study,- then, has also been to' 
serve as a source of information' for those deliberating about issues 
concerning stiKient aid* The* data generated for this project have a 
longer^range valud as wtill* Student financial aid is an emergent 
profess ioQ', the i^vcoser among ladminiitrative roles in higher education. 
The scope of acti^tiea, the professional practices, and other major 
elements of the field are not well codified. State, regional, and 
national associations df^inauQial aid officers, and others interested in 
this aspect of postsecondary educaticm are beginning to deal with this 
need to develop the profession* Scattered articles and monographs 
reflect a general suspicion that p|:act ices are widely variable, that soim 
aid operations are inadequately supported, and that, in general, students 
do not get similar treatment when they approachi different institutions* 
This project providesr the first unified data base for the examination of 
these and related issues. It makes available a coordinated set of ^ 
information on schools, aid offices, and students # It is the first 
At^jtxBS^t J:6 assesa, on a national scale, the. performance of this critical 
part of the higher education system* 
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^ , SECTION I 

> . " • BACKGROUND 



PREFACE 

This part of the report .contains primarily background information, 
dealing with: th? history of Federal assistance t^^ost secondary 
students; a review of the extant literature on tc^pics related to the 
issues addressed in this volume j and a description of the student's role 
in the financial aid delivery system. To the extent that these *items 
have a bearing on the results presented in Section II, they have been 
provided ab an aid to the reader. For those not wishing to spend time on 
such a discussion, • we suggest proceeding directly to Section II» 



BACKGROUND 



' The* real dilesama o£ Aaiericaii higher education t^ilit we want so 
m^y to go to college but aust charge them so much to do so. ^The 
history o£ the development and change in student financial aid in 
institutions of Adterican higher education is the' history of 300 years 
of struggling with this problem. ^ , 

" " Rexf ord G. Moon, Jr.i/ 

INTRODUCTION 

In the five years since this vfas wrlttef^^ little has changed. 
Ccxigress, facing the difficult task of reauthorizing the Highei: Education 
Act, is being bombarded with proposals on ways to modify the manner in 
which students are now biiing supported — centralize the distribution of 
Campus Based aid; change the treatment of independent students; create 
separate student and parent educational loan programs; distribute aid on 
the basis of income tax returns— and the list goes on. The struggle, it 
appears, has not yet been won » / 

While some of the propositions now befor^ Congress are directed^ 
toward relatively simple procedural .changes, others challenge the broad 
goals of Federal postsecondary education policy — the provision of equal 
opportunity* The decisions to be made are complex, and their impacts are 
both large and pervasive. At stake are over $5 billion in public monies 
per year and the futures of many postsecondary students and- institutions. 



^ 

i^Rexford G. Moon, Jr., '^History of Institutional Financial Aid dn the 
United States,^' Perspectives on Financial Aid (New York, N.Y. : College 
Entrance Examination Board, 1975), p. 1« 



A BRIEF. HISTORICAL PERSPECTIVE J ^\ \ 

Th^ Qriging of Federal Support; .An Emphasis on Institutional Support 

Support Afid control df higher education from the earliest daya 

of this nation, b^n established as the pi^^imar^ responsibility o£ the 
states. ' This basic assiyiption of the separation of authority has, ux^til 
recent tises^ defined the Federal ^xole as b^ingWainly that of 
supplementing the efforts of the states, A^ the\ Constitutional 
Conyex^tioQ of 1787, several.ptdjposals v^re a^vancW to empower the 
Fedetal gbvemmai^t to establish institutio&s "at higher education; all, 
hotrever, wrfe rejected.-^^ ^ * \ I \ 

This cooBitment ^ to the separation of authoili^ity, however, should not 
4>6lie^the lobg^^stablished American tradition of respect for education. 
"Given the domi^nt American^ ethos xof 'demacratip capitalism^ and ' rugged 
individualism,*' higher education has had a value \insofar as it has helped 
each Horatio Alger get ahead in the economic and social system. 
America has not had a class society in the Europe^ sense, and deeply, 
rooted in the operating norms of the national policy is the belief thstt 
upward mobility can.be' achieved through hard work a^d advanced 
aducatiod. The attainment of universal high^er e4^cit^^ ^ ^ utilitarian 
goal, howeyeT, has developed over a long period or tim^* ^ 

Its roots can be traced to the middle of the lj9th century and the 
presidency of Andrew Jdhnson* Embracing libertarian Jeffersonian 
philosophy, ^'Americans under Johnsonianism chose, tc» put their house in 
order* ♦•"^^ as/part of the period of post-Civil Warlrecupstruction* 
The most notable step was the creation of a ''Departiaent of Education" on 
March 2, 1867, ending a long debate over the need toiestablish a place 



I'^Geor^e N. Rainsford, Congress and Higher Education in the Nineteeth 
• Century (Knoxville, Tennessee? 1^72^ University of ^ennesse Press, 
1975), 17* 

l^Ii.E* Gladieux, and Thomas R. Wolanin, Congress and the College^ 
(Lexington, Massachusetts: Lfexington Books,- 1975), p* 4. 

^^Frederick Rudplph, The Amfr lean College and University (New York, 
'N.Y.: ViatSg^ Bodka^:^965), p. 203. 
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f or education in the Nation's Capitol.- Despite the symbolic 
importance of , recognition to education, it was the original Morrill Land 
Grant Act of 1862 (and the subsequent Morrill Act of 1890), however, that 
provided what would eventually t>ecome-the ultimate bases for mass 
participation i;j higher education by legitimizing the role. of the Federal, 
government to ensure educational opportunity Jto classes of citizens 
previously excluded from such benefits. 

The original 1862 Morrill legislation granted each state 30,000 acres 
of land for each Senator and Representative it had in Congress. The land 
was to be xxse^ to establish one or more instituitions of higher education 
for the purposes of teaching subjects related to agriculture and the 
mechanical^ arts (see 12 Stat. 503, July 2, 1862). While of great 
symbolic importance, it was the second Morrill Act of 1890 ^at began the 

* actual flow of federal dollars for the direct support of institutions of 
higher education. Under this later Act, Congress established an annual, 
graduated program of financial assistance. la both cases, however, the 

. focus of Federal support wa*s the institution and not the individual 
student. The .latter would not arise until the mid-20th century. 

The Besimings of Federal Assistance to Student; The garly Focus on 
. Self-He Ip 

Direct Federal payments to students, unlike Federal grants to 

* institutions of higher education, are of rather recent origin in the 
United States (see Exhibit 2.1). The first private endowment gift in 

* American higher education was given to Harvard College in the 17th 

century for the establishment, of scholarships and, until very recently, 
most Federal student aid was similarly restricted to institutional 
funds. In fact, support other than "college money" played little role in 
this nation's student aid resources until the early part of the 20th 
century. Paced with the devastating effects of World War I and economic 



« 

1/Richard Lykes, Higher Education and the U.S. Office 
• (1867 - 1953) (Washington, D>C>: 1975), U.S* Offic 
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EXHIBIT 2.1s SIGNIFICANT DAIES In"thI>«E;D^IAL SUPPORT pF HIGHER EDUCATION 

!• The Era of Institutional Support > 
1785 Northwest Ordinance 

1787 p Contract with, the Ohio Company reserving two townships 

of land for the support of a university 
1802 Establishment of U*S. Military Academy at West Point 

1S45 ' Establishment of U*S» Naval Academy at Annapolis 
1862 Passage of the Morrill Act 

1367 Creation of the first Department of Education 

1874 Award of nautical training grants- first evidence of ^ 

the principle of Federal 'Hnatching grants" ♦ 
1879 First Federal grants to Howard University 

1887 ' Hatch Act establishing a system of agricultural 

experiflient stations 
1890 Passage of the Second Morrill Act 

1914 Passage of the Smith-Lever Act for agriculture and 

home economics extension 

1919 First Surplus Property Disposal made to educational 

institutions 

1920 First establishment of ROTO .units on cpllege campuses 
II. The Early Programs of >Direct Student "Self-Help" Support 

1935 Creation of the National Youth Administration 

1937' - Public Health Service Fellowships inaugurated 

*. *w 

ni. Continued Student Support:- The Advent of Nonretumable 
Support 

1944;. Passage of the Serviceman ^s Readjustment Act 

1946 Establishment of the "Fulbright Program" 

1952 ^ First National Scifiice Foundation Fellowship awarded 

1958 Passage of t'hq National Defehse Education Act ^ , 

1961 Passage of Fulbright^Hayes Act 

IV. The^ Current Prograa^ - The Goal of Educattional Opportunity 

1964 The Economic Opportunity Act 

1965 The Higher Education Act 

1972 The Education Amendments o£ 1972 

1976 The Education Apiendments of 1976 

1978 The Middle Income Student Assistance Act (MISAA) ' . - 

1979 Creation of the, Education Department 

1980 Reauthorization of Higher Education Act 
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depression, direct student support grew out of a comnitiaent to mitigate 
the intact of these events on America's youth. / 

The advent of the* Depression in the 1930s, with a quarter of the 
labor force out of work, found Vast numbers of students leaving schools 
and colleges because their , parents could no longer support themt As a' 
means of stensiing tiiis tide of tl[e unemployed, t^e Federal Emergency. 
Relief Administration began a program very much like today,' s College 
Work-Study progtam, to provide part-time jobs on campus to assist these 
young people to continue* their education. Beg^|i in 1933, this einergency 
effort continued until 1943, under the direction of ^he National Youth 
Admin is trat ion « Overall, it has been estimated that over 600,000 
students participated in the program l^tween 1935 and 1943* 

All nonprofit institutions were eligible to participate, and each 
institution was given a student employment qt^ota based on a percentage of 
regular enrollm^t^ Payments were made, directly to students but 
institutions were responsible /or providing jobs and for selecting 
eligible participants on the basis of' financial need« This emphasis on 
need as an eligibility criCerion, while admittedly a response to a 
broader social problem,^ established the prefcedent for the student 
I assistance programs that were to come- a quarter of a century later* 

The second program of direct Federal payments to students, the 
student war loans, started during World War II, and was designed to 
encourage students pursuing degrees in medicine, science, or engineering 
to comii¥ete their education before going to work. Between 1943 and. 1944, 
approximately $3 million was loaned to about 11,000 students. While 
modest in natut^, this program continued the early emphasis on self-'help 
support but shifted the focus from current earnings (jobs) to future 
earnings (loans). 

The next step in the history of Federal support was the Serviceman's 
Readjustment Act of 1944 commonly known as the "G.I. Bill of Rights*" 
Building on the precedent established in the Morrill Act, the G*I. Bill 
authorized the nKJst extensive program of aid to students by providing 
educational benefits for tens of thousands of veterans. The G.I. Bill 



included fcuition and living allowances paid by the Veterans Administra^ 
tion^ and as Kaufwan suggests: 

This legislation was based u^n the assumption that educational 
oppottunity was the rigjit of thje c^izen and that this country had 
.need for a highly educated _populat ion « Another assumption was that 
education would lead to behaviors thxt could only increase the 
* wellbeing of the individual and;^ the geneyal^rowth and develQpoent of 
the naticm.^/' j 

.The impetus for this, program was. a concern about what the nation 

should do to assist the returning veterans to reent^ the postwar 

#• 

economy. Having interrupted or delayed their edud^iition, the veterahs 
were seen as being entitled to some form of compensation. The G«X. Bill 
not only provided such compensation but a^lso reduced the negative 
ecptiomic impact of a sudden addition^^ millions of workers to an already 
stressed labor market* 

The C#I» Bill of Rights is notable for two reasons: it represents 
the first truly large-scale F^ederal commitment to the direct ^support of 
postaecondary students/ and it^ was the fi^st' program to provide such 
support in the form of nonretumabjle aid. The emphasis of the G«I« Billy 
however y was not on financial need but rather on aiAing those who. had 
ei^med the rigjbt to receive public support. The objective of ensuring 
broad educational opportunity had not yet reached t'he level of , Federal 
policy. 

The National Defense Education Act 

By the late 19508 ^ Federal commitments to higher education were still 
modest. In addition to the GI Bill^ the most extensive programs were in 
the area of research support under the newly established National Science 
Foundation. However ^ the launching of the first man-made satellite by 
the Soviet Union in 1958, ushered in the era of increasing Federal 
involvement in higher education. The policy of stkte primacy was, at 
least for the moment^ put aside in the race to compete with the Soviet 
Union. '^Since Sputnik was a product of Soviet scientific manpower and 
research, the United States would meet the challenge by doing better in 



i^Martin L. Kaufman, ^'Federal Aid to Education: 1867-1971*% Journal of 
Education , 1972 (154:3), p. 29. 
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these areas.'— ' The hope of improved scientific education led in 1958 

to the passage of the National Defense Education Act (NDEA) which made 

^ availat^la low^ interest , long-term loans to needy students whose academip 

abilities and choice of curriculum qualified them for such assistance. 

While the Act did not include^the provision of nonreturnahla aid (this 

was a point of deep eoi^troversy during the legislative debates)^ its ^ 

passage was a landmark in federal higher education policy. Although it 

was initially proposed as a temporary measure ^ it has become^ as the 

National Direct Student Loan XNDSL) program, a"^ permanent part of what is ^ 

today a far broader effort to assist students, 

TRe Higher Education Acts of 1965' and 1972: The Commitment to 
Educational Opportunity 

As the NDEA grew out of the need to counter a perceived threat to 
national security, the programs of the 1960s also evolved from feelings 
of national need. Unlike the earlier case, however, the need here was ^ 
clearly internal. Following the landslide victory of Lyndon Johnson in ' 
1964, the Administration launched the '^Great Society^ s War on Poverty"' 
with the passage of both the Economic Opportunity Aclt and the Civil 
Rights Act, The former supplied job opportunities to low-income students 
throu^ the College Work-Study Program. The > following year, 1965, was 
dominated by historic legislation: Medicare; the Votihg Rights Act; the 
Elementary and Secondary Act (ESEA); and, in the wake of ESEA, the Higher 
Education Act x>£ 1965 (HEA-65). - * ^ 

Although th^ importance of HEA--65 was initially obscured by the 
education community's focus on ESEA, its passage clearly established a 
new social cofflnitmeiit to the advancement of equai educational opportunity 
througji Increased support for higher education. The "...benefits of 

A- 

postsecondary education..." are to be nade available to all "...qualified 



I'^Glaj^ux. and Wolanin (1976), p. 9, 
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students who, for the^ lack of financial means, would be unable to obtain 

8/ 

such benefits without.*. the availabirlity of external assistance^ 
As an outgrowth of the war on poverty and discrimination, public 
attention was finally focused, the financial obstacles ^to higher 
education, and public monies were targejted to people who required help i^ 
overcoming this barrier. ^ 

The nation^ s conmitment to- equal/opportunity was not an invention of 
the ferment of the 1960s, but wa3,/^ther, the natural result of a 
philosophical perspective that has tun through years of American higher 
education* The land-grant college^movement , the GI Bill, and the postwar 
enrollment boom all worked to achieve greater access to the benefits oT^ 
continued education. "But in the 1960s, the concept and the ideal of 
equal educational opportunity took on new dimensions, a new urgency, and 
a central place in public policymaking for highef education. At the 
opening of the 1970* it was perceived as a major part of the nation's 
unfinished business .^'i^^ 

What is most striking about the Higher Education Act is its 
establishment of a *^oral isatperative" to correct earlier wrongs. The 
climate of the time was dominated by a new c6nsciousness— ^the nation 
bacamft conitted to resolving many of its long-^stonding social ills, 
particularly the breaking of the "poverty cycle." Such introspection 
alfec ted every Sector of the society, including the higher education 
community^ Campuses everywhere were forced to examine their records^ foV , 
failures to extend the educational opportunities to ethnic minorities and 
the economically disadvantaged. ^ 

\ 

The result was a significant departure from the traditional * 
determinants of access to scholastic benefits. No longer was eligibility 
to be based solely on merit. With- the exception of a vague proA^slon 
that "evidence of academic or creative promise" be demonstrated, 



-'^Higher Education Act of 1965, Part A, Subpart 2, Section 413ACia) 
£^Gladieux and Wolanin, p. 15. 
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eligibility was to be based, above all, on ecoraqpLc need. Whereas 
education had previously been called upon to me^t th^ oational needs for 
trained manpower and to expand research, it was^.!;h^2^eing asked tb be the 
/'great equalizer" of Americans citizens. #t 

^ Uhile quantitative evidence has flot been strong in the. abilit^'^f 
^odtidktion to amaliorate the effect^ of poverty/ Jencks has indicated that 

v ;^ . « *educatioaAl attainment is by far the most powerful measurable 
determinant of occupational status.... While we should be wary of 
assuming that access^ to higher education has^ decisive causal effect 
on a man's chances of upward or downward mob ft ity, it seems fairly 
likely that it does have son^ effect.i£/ 

Similarly, Schultz .contends that the provision of eiq^anded^ educational 
opportunities has "•..been a major factor during recent decades in 
changing the distribution of personal*, incc^."-^ James Coleman, ' 
ex a min ing the broad issues of educatipnal 'opportuiiity, has pointed out 
that the responsibility for such opportunity has evolved in this country 
fromf the passive role of providing free public education resources to be 

used by the family to an active responsibility for creating equality of 

12/ * 
educational acl0;evement . — Jencktf, in a related context analyzitijg the 

effects of higher education on social mobility, concludes that: 

■ There are, after all, only two ways to make men equal: we can reduce 
the privilege of the elite or we can increase the privilege of .the 
nonelite^... The only practical way to move towards equality, then, 
J.S to help those at the lower levels of ^ociety.Ai' 



M''^ Christopher Jencks, "Social Stratification and Higher Education," 
Harvard Educational Review , 1968, Vol. 78, pp. 227-316. 

11/ • 

^'Theodore W. Schultz, '^Resources for Higher Education: An Economist's 
View," Journal of- Political Economy t May/ June 1969', Vol. 76, p. 3# 

12/ 

i±.' James Colemffli, "The Concept of Equality of Educational Opportunity," 
Harvard Educational Review , 1968, Vol. 38, pp. 7-22. 

13/ ' • . 

—'Jencks, ibid. , p. 31,6. 



Clearly^ this has been the intent of the Federal student assistance 
programs which have evolved since the passage of the Higher E4ucation Act 
of 1965 (HEA-65). 

This landmark law (HEA-65) included five major components: 

• the establishment of the - first program of Federal scholarships 
for college imder graduates, the '^Educational Opportunity Grants*' 
program, which provided grants to students Vol exceptional 
financial need|" 

• . the transfer of the recently created College Work-^Study (CWS) 

program to the U.S* C^ffice of Education (USOE) where the . 
government provided 80 percent of the cost of part-time jobs, for 
students (preference was given to students from lov-income ^ 
families); 

• renewal Qf the National Defense Student Loan Pjrogram;!^/ 

• ^the establishiaent of the Guaranteed^ Student Loan (GSL) program 
^do increase the availability of private capital for student 
loans (for the 'students whose vfamil|.e|s had adjusted incomes of 
less than $15,000, an interest subs^dy^s also provided while 

the student wa* in school) j and 

^ \ " ** 

• categorical funding for buildings equipment such as 
assistance for college libraries and aid to developing 
institutions. 

I 

The first three programs were **need based'' as distinguished from 
veterans' benefits, oif from institutional scholarships given for talent 
or academic achievement alone. The GSL program was included in order to 
provide support primarily to middle-income families and as a means to 
diffuse the growing support for the use of income tax credits to aid 
postaecond^ry students. The GSL component also established the first 
consumer pxrotect ion legislation for Federal support to higher education 
which was to be later formalized in the Education Amendments of 1976. 

With the exception of GSL, the student aid programs established under 
HEA-65 used a "CampusnSased" administrative structure* College and 
university administrators were given broad authority to ascertain which 

: ' ^ / 

^^In 1972 the Educational Opportimity Grants program was modified and 
, renamed the Supplemental Educational Opportunity Grants program 

(SBOG). National Defense Student Lbans were renamed National Direct 
Studetjl: Loans (NDSL).* 
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Students needed aid an4 to decide hov much Federal aid each student 
should receive. Uhile this approach relieved USOE of toost.of the 
staffijugg^at^ aanagemeQt burdens involved in carrying out the nev 
conBtitaient to equal opportunity in higher education^ It soon gave rise to 
serious problems. As GXadieux and Wolanin write: 

The conviction grew a«ong^ the HEW planners tha±±he delivery system 
for federal student aid was haphazard and incon^u^»6^ The system 
seemed>to £ail..*to provide students with adeqt$£tPi|§5wledge of the 
amount of aid they could^count on; too many cot^tingencxes were 
'involved* Above all, the system seemed to violate an important 
principle: that students with the same financial need should be 
treated equally •M/ - n ^ 

Also during this period^ many institutions saw costs rising faster 
than th^ix revenues ^ leading to what Che it '^referred to as a "new 
depression in higher education."^^ The drive for equality of 
opporttmity placed new burdens upon higher education institutions to 
adapt themselves to a flew and different gtoup of students. Compounding 
the problem were the growing financial crises facing many colleges^ 
campus unrest, and a new wave of student consumerism.' If any single word 
can sum up the period of the early 1960s to the early \1970s it would be 
•'reform." 5 

In need of iacre.se^ revenues, institutions turned to the Federal 
government for ways to ease the burden. While a large part of the 
academic comnunity, and many in Congress, favored keeping tuitions low 



H^Lawrence E. Gladieux, and Thomas R. Wolanin, Congress and th^ 

Colleges (Lexington, Massaphusetts: Lexington Books, 1976), p. 62. 

M'^Earl Che it. The New Depress iori^ in Higfier Education '(New York, N.Y.! 
McQraw Hill,~p7TTr \ 
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and persuading the Federal' govemisent Co give institutions siore tooney, a 
different approach prevailed .alil^ Reports of the Carnegie Coimission 
and the Conmittee for Economic Development recommended that tuitions at 
public institjjtions be gradually raised, provided adequate aid for lov- 
and middle^income students was made available*. In principle, this would 
capture' some of the tjoition subsidies received by high-income students 
and redistribute those funds .to support low-ijicome students, and to 
increase institutions' revenues. After much debate, Congress passed the 
Education Amendments of 1972 (EA-72) which resulted in direct student aid 
rather than increased institutional assistances^ By so doing, the Federal 
government abandoned its previous^ emphasis on'^^categoxij.cal" programs and 
sought to advance' the concept of equal^ educational opportut^ty^ The 
Federal government became a Separate actor in the delivery of 
postsecondary education and established, at least for the 
direct financial aid to students as the primary method of support 
higher education* 

The debate over Federal student aid policy during the passage of 
EA**72 wag, and continues to be, centered on, proposals for direct aid to 
students (and/or their families) and aid to institutions,^ The 
differences are significant since they touch upon serious issues of 
" Federalism — how the burden of paying for higher education should be 
shared and how control should be distributed* 

On the sid^ of ^Nfho pays," the concern has been related to the 
ffects of what is often called "the cost spiral*" It Has been contended 
het by making the student the dominant Jbeneficiary of aid, the Federal 
ovemment would be creating an upward pressure oa college tuitions that 
^uld require continually increasing^ amounts of Federal aid to help 
students cope with the inflationary spiral. On the other hand, direct 
aid to institutions often cited as the way to relieve the pressure of 
Incr^sing costs; would^ have the Federal goyernme^t, in effect, 
underwrituig the nation^ a higher education institutions. 




IZ^Howard R, Bowen, Financing Higher Education; The Current State of 
the 6^bate , American Association of Colleges, 1974* 
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The selected strategies also substantially affect the extant power 
relationships • If more funds are channeled to students^ their choices 
and preferences would influence educational decision-making. 
Altenmtively, a strategy of direct institutional support would put the 
college administration in the proverbial "driver ^s seat." Greater 
support for state programs would similarly shift the control to the state 
legislatures. Related to the' argximent of control are the issues of 
' diversity and quality in higher education. An argument for direct 

stpd'ent aid has the^ greater likelihood of making institutions more 

" . . / ^ 

responsive to market pressiires. Supporters of institutional support 
counter that the only way to insure diversity and quality is to guarani:ee 
the survival of t;he greatest number of institutions (public as well as ^ 
private) • 

While renewing the other Campus Based programs^ EA-72 founded the 
State Student Incentive Grant program (SSIG) to expand the role of states 
in providing educational opportunity, and also created a* new program of 
Basic Educational Opporttmity Grants (BEpG)» The BEOG program differs 
from the Campus Based programs of student aid in that USOEy with 
Congressional approval^ determines the cri^teria and calculations to be 
use(i in assessing applicants' ability to. pay for education* A single 
formula is applied uniformly throughout the nation and^ unlike Campus 
Based aid, BEOGs are '^portable/' Once a student established his/her 
' eligibility for a BEOG, he/she can claim the grant for use at any 
eligible. postsecondary institution in the country. In so doing, howefver, 
the Federal government created a dual system of student aid 
administration-— ^one for BEOG and a second for the C^pus Based programs. 

The result of these actions ms been the creation of a system that is 
"...frustrating, unreasonable, intimidating and myatisrious. Many puhTic 
officials and administrators perceive it as unjustifiably complex, 
inconsistent, inequitable.^ These conditions persist in spite of the 
efforts of electled officials> administrators in government and education, 
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and student groups. Since 19,72*, both government and inatitutional 
officials have saade frequent attempts to redi^ie thi^ .cfbnfusion, - 
complexity, and inconsistency in student aid^j Most notably, iii 1974 the 
National Task Force on Student Aid Problems (the '^Keppel Task Force") 
^4ade an effort to deal with tfie apparent varia^tion in governmental and 
institutional practices. Francis Keppel chaired the group of^ representa-*. 
tives from the College Entrance Examination Board, American College 
Testing Program, private foundations, educational institutions, state 
student aid programs, and USOE. Participants limited their attention to 
matters of administration and coordination and did not attempt to deal 
vith problems of social policy and program design. They soqght to 
identify step* that could be taken voluntarily by individuals and 
organizations directly involved, rather than by the iniposition of Federal 
control. The fio^l teport of the Keppel Task Force included recommenda- 
tions regarding standardisation of need analysis, application forms, 

timing and ccrordination of decisions, packaging, personnel and training, 

19/ 

and student 'Appeals procedures. — 

In spite of these 'recurrent efforts to simplify and systematise 
student aid, »the diversity in practices still \exiats. As concluded by 
Applied Management ^Sciences in our Site Visit Report : 

• The schools are not always likely to fit a predetermined model of a 

• Vell^run financial aid operation, either in the level of effort and 
resources they commit to this function or in the basic knowledge they 
may have of principles of financial aid operations. ♦ • . We can repor-t 
major variations from school to school in size, salary levels, and 
degrees of experience a.f financial aid personnel; in the level of 
sophistication of aid packaging philosophies; in the rigbr and 
objectivity of needs analysis systems. The range of variation in 
level of practice would appear to be astonishingly large. Spme 

. institutions have highly refined, rationalized, explicit, 



- ii^Harlan Cooper, Diversity in College and University Admin i^rat ion of 
Federal Student Financial Aid , Doctoral Dissertation, Stanford 
University, 1979, 13. : . • 

^ "il^Francis Keppel, Nat ionaT Task Fore a on Student Aid Probl^^. Final 
Report (Washingt6n, D.C: U.S. Office of ]^ducation), 1975. 
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vielX^supported systems ^or distributing aid to stude;irc5 efficiently 
£nd fairly*^ Others appear to have no organized sy^em of 
distribution whatever^ ^ . 

If a single word could be used to categorize our preliminary findings^^lt 
would bib diversity > Preconceived assumptions of a systematic pattern of 
aid distribution do not appear to match reality, at leasi: on the basis of 
our early analysis of the data* This is not to say that diversity is, 
^ in and of itself, a necessarily negative finding. On the contrary , one 
would expect differences to e^ist among schools , particularly sia(^ the 
Casnpus Based programs w«re designed to best meet^the needs of individual 
aid applicants .^l^owever, the differences observed from one school to the 
^ next wfere not confined to matters of professional approach (such as 
^ / packaging philosophies fer assembling aid for particular kinds ot 

students) or^^£^discretibnary practice (such as the choice to e^fl^iasize 
' or de--emphasize various. Cam^His Based programs)* Such factors were 
^ exp^ted to vary (and in fact^ they did). What was not expected was the 
extent of these variations? the equally striking variance in the aid 
officers* budgetary and administrative support, working conditions, and. 
kinds of student aid resources that were available'; and,, most ^ r 
importantly, the absence, in some cases, of>any dys Cc procedure^-^fSr 
dealing with all the^e matters • ^^-^ 

The J'edpra^aid programs and* their institutional! administ:rative 

\ striicture are vulnerable 'to critics who s^k to replace: a perceived . 

situation of unbridled diacretioir with increased government regtilatioa; 

' ■ * .. . ■ 

institutional admin iat ration f or*govemiaent aduiinistration; BEOG for 

^ Campus Based programs; or direct governii^nt transfers for income tax 

**expendituM«fJ^ Each «ew proposal^ for change has seemingly attempted to 

move toward increased centralization in terms of both policy-setting and 

program administration* In fact, adoption of a tax credit approach, like 

I^-^App'lied Management Sciences, Inc., Study of Prograia Management - 
. • Procedures in ..the. Campus-Based -and B^ic Grant Programs; Site Visit 

Report, June 19^79. , ^ / ' ^ 
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that recently considered by the Congress , would have shifted the 
administration of student aid from USOE and postsecondary institutions to 
the Internal Revenue Service • 

The Po8t-1972 Period 

In the period since the passage of the Education Amendments of 1972, 

the financial aid coimwnity has worked towards the refinement of the 

existing syscem. The Caapus Based and Basic Grant prograaxa were 

reaf firmed by the Congress through the passage of the Education 

Amendments of 1976* Rather than electing to restructure the aid 

programs, Congress bolstered theta with the addition of new funding* As V 

part of this legislatifim,. the maxiimim BEOG award war raised from $1400 to 

$(1600, Additionally, the^endments included the Student Consumer 

InformaticM Requirements • These requirements recognized the rights of 

students to have access to detailed, accurate information on all 

Federally sponsored student aid programs; expanding on a theme first 

21/ 

inclvided in the GSL^gjrovisions of the Education Amendments of 1972#^ — 
* Studeife^onsumer Information Requirements are detailed in Volume I, 
Chapter 11, of this report. 

The continued commitment of the Federal government to expand the 

existing aid programs is furt^at^^idenced by th^ passage of the .Middle 

Income Student Assistance Ac*C \MISAA) in 1978, At the behest of 

President Carter, the Congress allocated significantly more funds to each 

of the Federal aid programs and made changes in need analysis formulas in 

order to extend eligibility for student aid to personnel from middle 

class circumstances • MISAA also raised the maximum BEOG award to $1800 

and lifted^ a 11^ income criteria from the regulation governing Guaranteed 
22/ 

Student Loans. — ) . ■ ^ 
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H/The Student Consumer Information Requirement also mandated that 
. institution provide enrolleea and prospective students with a wide 
range of information on education and career-related topics. 

thorough discussion of MISAA and its effect on students is 
contained in "The Study af the Iripact of the Middle Income Stt^dent 
Assistance Act" which was conducted by 'Applied Management Sciences as 
a follow-up to this study. 
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The latest legislative step was the creation dr the Department of 
Education in 1979. Although it may not, directly affect the current state 
of student aid, the Department (ED, as it will be known), scheduled to 
open its doors in May of 1980, shifts the location of postsecoijidary 
programs within the Executive Branch • The Secretary of Education and the 
Assistant Secretary for Postsecondary Education will have major roles in 
shaping the future of student financial assistance. 



POLICY GOALS 

The passage of the 19?2 Education Act, as discussed above, created^ a 
basic charter for Federal" higher education policy; one that has had 
enduring significance over the ensuing eight years. As Gladietix and 
Wolanin point out, ^*...the policy themes wete largely unarticulated 

during passage of the law and are only implicit in it» Others were 

. . . 23/ 

voiced again and again but only in catch" phrases. — They identify 

eight distinct, aljbeit interrelated, themes: equal opportui^ty; student 

sovereignty'; the division of Federal/state roles; Federal/state 

partnership; broadening the educational mainstream; reform and 

innovation; information and accountability; and continuity* Some of 

these aima are complementary while others are clearly at odds. They 

reflect the very nature of higher education legislation^ i.e., a 

collection of values and objectives that do not reflect a coordinated or 

coherent philosophy, 

Ec^ual Opportxinity 

Above all, the goal of equal opportunity dominates both the law and 
the legislative history. The principal objective is the removal' of 
financial barriers which might otherwise deter an individual from the 
pursuit of education or training beyond high school. As Fife points out,, 
this goal has ..three objectives: 

m to provide students access to a postsecondary education; 

• to allow students reasonable choice , i,e,, freedom to select the 
particular source of this education; and 



Jl^Gladiuex and Wolanin, pp. 223-224. 

/ 
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# to permit retention or persistence ^ i.e., to enable the student 
to pursue this education to its Conclusion •l^!;/ 

These are aU distributive issues in that they deal with the vays in 
which the benefits of student aid are meted out to individuals. 

For an individu4l to achieve equal educational opportunity, there 
must first be available the access (defined as the student's 
participation in some form of postsecondairy education) to an institution 
of higher education. As stated by the Carnegie Coomission: 

We favor, on the other hand, universal access for those who want to 
^ enter institutions of hi^^er education, are able to make reasonable 
progress after enrollment, and can^benefit from attendance • 25/ 

Furthermore, the role of student financial iid programs should be to 
eliminate the financial barriers that prevent the attainment of ti\is ' 
universal access • — As commonly interpreted,' this means that all 
students should have an **equal chance" to advancq their education, ^ 
regardless of their individual intelligence or motivation^ 

Student acces* to poataecondary education is influenced by Federal ' 
policies in several ways. Policies that either increase a student's 
anticipated .future incoow atreaa (e.g.^ affirmative action impact or 
wtployawnt opportunities for nenbers of adnority groups) or decrease th0 
costs associated with college attendance (e.g., grants-in-aid,^ ' 
fellowships) favorably affect the expected rate of return. Federal BEOG^ 



24/ 



Jonathan D. Fife, Apptlyin^ the Goals of Student Financial Aid 
(Washington, D.C.: Aaerican Association for Higher Education, 
1975), -p. 1. ^ 



25/ 

— Carnegie Caaaission on Higher Education, Quality and Equality ; 

Revised Recofaaehdations. If&v Levels of Federal Responsibility for 
Hi^er Education (New York, N.Y.i McGraw Hill Company^ 1970>. ^ 

26-/ 

iS;«The National Coffloission on Financing^Post secondary Education, 
Financing Postsecondary Education in the United States 
(Washington, D.C., 1973), p. 53. 
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-SEOG, and th6 State Student Incentive Grant (SSIG) programs are one 
strategy for encouraging further education for those vith limited 
resources. 

The grant programs, of which BEOG is by far the largest, attempt to 
meet this objective by equalizing the financial barriers faced by 
potential students across family wealth levels.' Toward this end, 
expected family contributions from assets and inpome are calculated, a 
level of student self— help is assumed, and grants are given tp of^t 
difference^ in family aid to the student among participants. .Thus, Basic 
Grants may be seen as an attempt to equalize total nonreturnable aid 
(including ejected parental contribution) that students receive at 
similarly priced institutions. The remaining price (cost of education 
minus nonreturnable aid) that students face for their postsecondary 
education is asstmied to be jnade up by students' loan and work. > 

A second way in which Federal pr^gfams may encourage , increased 
postsecondary participation, is to neutralize imperfections in ca^^al and 
- employment markets by making "self-help" a readily available, option - for 
the student. The QSL and NDSL programs are designed to provide a more 
adequate capital market: for students who otherwise would be unduly - 
penalized. Work-study progr^s, by providing educationally related 
on-campus employment, are also an important part of this strategy. 

Third, insofar as go/no-go decisions are based on student 
perceptions, improved information, advisement , and counseling contribute 
to better informed judgments. Talent Search and Upward Bound programs 
are d^xamples of this Federal stijategy. Other programs that assist in . 
recruitment, provide career and occupational counseling, or provide 
t suppo|:tive services ■ (remediation, veterans' counselors), add to the 
infor^tion flow or help to instill confidence in students to advance 
their education. Thus, there are a variety of ways in which Federal 

1 

programs impinge on the access decision and help to reduce barriers to 
further education. 
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The second component, choice, is dependent upon the issues of access, 
i.e., before a student csa choose a particular school or educational 
program, he/she must have access to alternatives. As Pesqu*ire has noted: 

Equal opportunity really is a two-faceted concept. That is to say, 
first, we should speak of access to an equity in postsecondary 
education in terms of rates and patterns of enrollment. Secondly, we 
should speak of access to and equity in types or levels of 
institutions. There are two dimenaiaii(r*vis-a-vis equality of 
educational, opportunity in higher education - choice as well as 
access .2£/ 

Implicit in the goal 'of choice is the belief that a student's motivation 
in selecting a particular institution should be based primarily on 
noaf inane ial considerations. In addition, as Fife states: 

Promotion of choice also recognizes that by allowing freer movement 
between institutions of various costs, greater- competition will be 
encouraged. It is hypothesized that by increasing the dynamics of 
the market-place, institutions will be forced to become more 
sensitive to the student's educational needss. Students, on the other 
hand, should be expected to select institutions that will provide 
them with the most education for their money. This will stimulate 
the leas efficient institutions to reexamine their organization and 
strive to become more efficient to compete with other 
institutions .28' 

The resulting diversity and competition among institutions can be thought 
of, then, as a secondary goal of student aid, ^ 

♦ 

- College phoice—that is, broadening the feasible set of optioifS from 
which a student selects an institution to attend — ^is also affected by 
Federal programs. Grant-in-aid programs ^ such as BEOG, which base 
assistance levels* on the cost bf college attended, help to raise the 
perceived rate of return for high tuition options. If students are to be 
enablec^to select an institution that best fits their educational needs, 
then reducing differences in cost that are unrelated to educational 



-i^a.E, Pesqueire, "Equal Opportunity in Higher Education: Choice as 
Well as Access," College Board Review , No. 97 (Fall 1975), p. 33. 

M^Fife, ibid ., p. 33. 
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program or quality provides a greater laeasura "of equality of opportunity 
to the student with limited means. Improved information and differential 
assistance levels (based on tuition charges) are strategies that broaden 
the range of choice for potential students among public and independent 
i'hstitutioQS^ and between community college vocational programs and 
proprietary schools* 

The final area( persistence , is related to the student's ability to 
complete his/her educational objectives* Strategies affecting 
persistence are analogous to access strategies; completion of a course of 
study can be considered to be a continuous series of go/no'-go decisions 
based on reavalu^tions of added costs and benefits* j^^n today's worlds 
where dropping-out or stopp^ng-^ut^are more cbmoiociy the concept of 
persistence must be extended over t^e pet^od^f «dult life* Late 
entrance, or reentrance, is becoming more comoion, and Federal programs 
are significant insofar as they may ^penalize, or be especially clesigned 
to assist y the older put-of^phase student • 

The rates of return to investment in higher education are not linear 
with respect ^to the number of years completed* In fact, as Olson, White, 
and Shefrin point out, ''college should be taken as a package or not at 

all due^ to the large, positive effect of the fourth year of college (a 

\ 29/ 
possible 'sheepskin effect')/' — Yet, as is known, the dropout rates 

for college students are extremely high. Using National Longitudinal 

Study data as source, of those in the high school class of 1972 who 

entered community colleges in the fall of 1972, only 63 percent continued 

in 1973.^ Similarly, for those who attended a 4--y ear college in 1972, 

only 68 percent continued ih 1974. . 

A major assumption underlying student aid programs is that many needy 
students require financial assistance in order to remain in school • 

4 



^^Lawrence Ojjon, Halbert White, and Shefrin, "Optimal Investment , 

in Schooling When Incomes Are Risky," Journal of gotiticalJE^conomy , 
Volume 87, No. 3, 1979. 
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This hypotbeiis is supptorted by the recent findings of Maxwell who 
concludes thett controlling for parental income ^ t:ype o$ institution 
attended^ race aiid educeticmel cost, ^^*.aid always increases 
persistence »#«aid is particularly effective for low income ftudents who 
pay lav or Sigh tuition, •••"^^ * . ^ ' 

Therefor^, the third goal that must be met for the achievem^t of 
equal educational opportxmity is that of retention* As long as they are 
qualified- and motivated^ students should be afforded the opportunity to 
pursiie their education to its coispletion« While this may seem obvious ^ 
it has been often overlooked. Most student aid programs have sought to . 
maximize the breadth of the distribution of aid funds and have not 
provided sufficient smpbasis on continuing support for ongoing 
students .-21^ ^ 

Stiident Sovereignty 

Am a corollary to the goal of e^il opportunity, the lav adhered to 
the concept of student sovereignty in the market for postsecondary 
education, i*e«, the choices of students', and not institutions, are given 
first priority in Federal support to hi^er education. While arguments 
were advanced for institutional supporj^s a means of ensuring the 
survival of private schools in particulate*, the legislation has clearly 
articulated a desire to place the power of choice in the hands of needy^ 
students. The integrity ^of the nation^ s institutions, while an important 
goal, was see? to be secondary to respoiisiveness to student needs. 

The Provision of Federal^State Roles ' /". 

'(' . 

The 1972 Education Act clearly reaffirmed the long-s tending boundkry 
between state and Federal authority* Proposals to underwrite* the entire 
higher educati<m system were rejected in favoy, of filling specific gaps 



^2^^ James Maxwell, ''Effect of Financial Aid on Persistence in College/V 
Paper presented at the Annual Meeting of the American Education 
Research Association, 1980, p« 10. 

ll^National Task Force, 1975, ibid. 
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la tha existing patttrna of distribution. To- Che extent that equality »£ 
opportunity was not baing affordad to cartain types of itudants, the 
Federal role would ba to address such inequities. The states would 
retain prisury responsibility for the provision of educational services. 

FederaX^State Partnership 

While on tha one hand articulating support for state pi-ioacy, the 
1972 Education Act also sought to encourage forma of Federal-state 
partnership. Specifically^ it created the State Student Incentive Grant 
Prograa (SSIC) which established a Federal-sUte matching arraageaent to/- 
increase funding of state-adainis tared scholarships for Seedy stfudants, . 
the intent baing to enlist the aid of the states, in .the drive to achieve 
the goal of equal educational opportunity. 

Broadening the Educational Mainstream ^ 

The Act gave recognition to aontjraditional students and institu- 
tions. While more remains to be done in this area, the e»tention of 
support to vocational programs and to students who attend less than -full 
time resulted in the Federal adoption of a broader view of postsecondary 
education a^ one that was. far more realistic considering theV trend 
towarda lifetiaie learning and the grovfing emphasis on occupational 
training, * ' - ' 

-Reform and Innovation 

' - . . . I, I 

» * * . 

In addition to Broadening the realm of higher education, the 1911 Act 

also' established mechanisms which, albeit indirectly, would work to 
encourage change in the educational establishment. As Gladieux and 
Wolanin suggest, the intent was that "...students, 'voting with their 
feet,' will carry Federal funds into the, schools they decide to attend. 
Moreover,. Che adoption of Che concept of postsecondary education gave 
federal recognition to a broader range of options— a bigger marketplace— ' 
within which student choices coul?8%e exercised, thus- helping to assure 
that the basic dynamio^of the market, competition, would work more 
effectively. "-^^ 



ii^Gladieux and Wolanin, p. 227. 
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THE CUHSBin: STUDY IN RELATION TO PRIOR RESEARCH: THE DE^dPHENT. OF A 
RESEARCH MODEL 

The Weaknesses of Prior Resetrctt 

This section deals with a review of prior studies of the financial 

♦ 

aid system. in ord^x; to place our current research effort in proper 
perspective* The fpcus here is primarily on thpse stifdies which have 
eisphasised student outcosiesi the literature on institutional practices 
can be found in Volume I. tfe begin here by' suggesting the general 
weaknesses. of prior studies and the "xtfays in which the current effort is 
intended to overcooe and to coe^nsate for td'ese weaicnesset. This; 
starting poigit is of considerable importance s^inc% knowledge in any 
substantive area ought to be cumulative, 'and pirior researcB should have 
major impact on the substance and method of later research • 

The ^ philosophy and history which lie behind financial aid (as 
described in previous chapters) have always had a major impact on the 
resulting research. Largely funded by Federal or state governments, or 
postsecondary i^titutions themselves, such research ^K»a^ypicalY 
described the general goals of financial aid, chosen one or two or these 
goats 85 a central focus, and tried to assess whether or not the > 
financial aid system achieved tho^e goals* While the list of studies an 
questions that have^been addressed in this manner is long* It would / 
include at least the following considerations: . . I 




,Who wants aid (at a macro l>avel of demand)? . ^ : . 

Kohn, et al. (1972),i/ Campbell and Siegel (1967), Sight 
(1970), Hoenack (1967), Hbenak, et al. (1973), Sadner and Miller 
(1970^1975), Corriizini, et al. (1972T, Spies (1973), Jackson and 
Weathersby (1975)," Carrol, et al. (1977), Barnes, et al . (1972, 
1975),'Feldman and Hoenack (1969). 

In what form do students want it? . 

Bnieel. et al. (1977) Leslie (1976), Tombough (1972). 

Who receives financial aid? 

ACE Policy Bri^s (Aug. 1974), Penn and Vegil (1976), Stewart*^ 
(1975), Branson (1970), Schlekat (1968X, Nelson (1974, 1976), 
Wagner and Tabler (1972), Lee, et al,fl975), Atelsek and Goc^erg 
(1977). . 

Who fails to repay the returnable portion and why? 

Walton (1968);- Stover <1971), Bergen, Bergen and Millet (1972), 
Stephens (1977), Stockhka and Hesseldens (1979)"^ 

Hov does aid affect access?' ^ 

Sewell and Shah (1968)^ Cdiig and Nam (1974), Tillery and 
Kildegaard (1973), Berdie and Hood (1966), Folger, Astin and 
Bover (1970), Fife and Leslie (1976), Fens ke and Boyd (1971), 
Fields and LeMay (1973)*, Penn and Vegil (1976), Peng, et al . 
(1972), Fenske, Boyd and Maxey (1979), Crawford. (1966), "tfrent 
(1977). ' 

H6w does aid-affect academic achievement and persistence? 

^ Baber and Caplff (1970), Wenc (1977), Fields and LeMay (1973), 
Bergen, Uphao and Bergfen (1970), Parker and Clark (1956), Holmes 
(1964), Astin (1975) ' . 

How does aid affect choice? 

Fife (1975a, 1975b), Tillery, et al. (1966), Knoell (1970), 
N^^^ Tuckman and Ford (1972), Fife and "Leslie (1976), Fenske, Boyd 
^^d Maxey (1979), Astin (1979) ^ ^-k.-" 



1/ ' • 

-i^All references can be found in the bibliography provided at the end 
of thi^ chapter. ^ - 
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fftiat will happen if the structure of aid is changed? 

Froottkin (1978), Corwin and Knepper (197/), Carrol, et al. 
(1977), Barnes, et al. (1972, 1975), McNulty (1973), Kirkwood 
and >feindell (1975T, Leslie (Oct. 1976), Cprigtessional Budget 
Office (1977, 1978), Rice (1977), Carlson (1975). 

Thou^ the list is impressive, there are at least four areas in which 
the research conducted to date has been inadequate. 

1) Froa a substantive point of view, not enough thinking has gone ^ 
into an exaaination of the goals of financial aid. Here the issue is not 
the setting of the ^oals, because the philosophical and moral questions 
of what/ioals the financial aid system should try to accomplish are 
beyond the scope of empirical, research; rather, the issue is one of how 
to measure whether or not the goals have been achieved once they have ^ 
been set* Furthermore, once the level of goal achievement has been ^ 
determined, we should endeavor to measure the efficiency or inefficiency 
with which it was accomplished. The studies listed above under the 
headings of access, persistence, and choice have generally shown that . 
fin^cial aid is successful in meeting its objectives. Yet, the measures 

^of succeai3 utilised by these studies are very, rudimentary. They h^e 
^little sensitivity to different levels of success *and there is little 
analysis of the efficiency of the financial aid system (i.e*, the 
delivery of financial aid at the lowest administrative cost). To date, 
wimt (has been lacking is an analysis of the overall delivery system, its 
quanjtifiable objectives, and altemative^means available for reaching its 

objectives* 

.J 

2) A second^ weakness of prior research, similar to the first, is 
that it has failed to explore the offshoots, spinoffs, and ^unintended 
consequences of financial aid. U^en one takes the stated goals of a 
program as the starting point and focuses solely on those goals, one may 
fail to see a host of effects which the program has that are tangentially 
related to the basic purpose* For some p:uograms, these unintended and 
tangential outcomes can come to represent a very important part of the 
program,' often of equal consequence with the intended outcomes. ^ 
Financial aid would seem to fit this case. 
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The intent of Federal aid is tcr achieve greater access to 

postsecondary education^ to increase the real choices open to students » 

to reduce a^ttrition^ to create greater diversity ia hi^er education^ to 

isprove^ grades I etc* All of this is supposed to occur solely on the 

basis of the bt^viors and choices of the student. The postsecondary 

institution is to coapletely passive in the entifS process ^ applying ' 

only objective forxaulae' to decide how the aid will be distributed* 

However t considering the sums of money at stake ^ the pressures of the 

cuirrent educational marketplace , and the potent tool which financial aid 

places in the hands. of the institutions^ they may find it difficult to 

remain passive* The institutions have a great deal of discretion in 

administering aid* In a number of areas such as recruiting^ 

** 

dissemination of* information ^ and counseling^ it seems that some 

< * 

institutions pursue the goals of the itvstitution even tt^ough they differ 
from the, goals of the aid program* Prior research has taken such a 
narrow view of financial aid — i*e.| has focused ^o much on the 
specifically stated goals of the program — that it has failed to come to 
grips with these aspects of 'the real world of financial aid* 

3) The third weakness of prior research is one of methodological 
approach* As shown below in Exhibit 3*1 ^ prior studies have largely been 
of two types* The most numerous microanalytic studies have been 
conducted with quantitative me^^ij2jl$|^sittg individual students as the unit 
of analysis (cell 1 in Exhibit 3*1) » "Hiese studies involve a sample of 
students (representative of an institution^ a group of institutions, or a 
state) whose decisions to attend postsecondary education are analyzed. 
The data are either direct questions about choice (subjective) or 
implicit indicators of choice (objective). The ^^icgose^ of these studies 
is usually to discover how important ' financial a^d was in affecting the 
choices that were made. The second most numerous set of studies are 
qualitative studies of institutions (cell 4 in iBxhibit 3.1). Here the 
data base is often anecdotal or experiential and the object is to 
describe how the financial aid system works. The other types of 
approaches that would be possible within this typology ^ that is^ 
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qualitative studies of individuals (cell 2) and quantitative studies of 
institutions (cell 4)^ have been largely neglected in the existing 
literature. Although we have found a few of each type, neither of these 
combinations has been pursued as a serious research strategy , and this 

^onstitutes a major weakness in existing knowledge about financial aid. 
Over the course of this re seaiT^h project , our experience has CQnvinced us 
that without having each approach to financial aid fully developed, we 
run the risk of having a distorted view of the system* In other words, 
each approach is specially suited to explicate some aspect of the overall 
system and^ therefore^ each methodology should be developed so tha.t we 

. have a balanced view of the systefn. 

EXHIBIT 3.1: TYPES OF STUDIES OF FINANCIAL AID 



Methodological Approach 



Unit of 
Analysis 

Person 
Level 


Quantitative 

Cell 1 
, Human Capital 
Psychological 

(The Current 
Study) 


Qualitative 

Cell 2 
Case Studies of 
Students 

* 




Cell 


Cell 4 


Institution 


(The Current 


Case Studies of 


Level 


Study) 


Financial Aid 






Offices 



H 4) Th^se considerations about methodology lead directly to the 
fourth weakness of prior research. Since quantitative and comparative 
institutional studies have been so few and far betflS^n, very little 
information and knowledge about institutional practices have been 
generated and no clear picture of institutional practices has been 
drawn » Furthermore, and as a direct consequence of this, no Isrrge-scale 
effort^ has been made to examine the impact of institutional practices on 
the outcomes of the financial a^d system. For example, while numerous 
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studies have shown that the aniount of financial aid is an important 
factor in determining access, few studies have asked whether, 
institutional packaging procedures, or dissemination of information, or 
any of the other management aspects of the financial aid system at the 
institution level have a^y impact either on the amount of ^aid offered or 
on access to education. Moreover,, it should be notarTThat in order to 
address such issues, one must combine both institution-level and 
individual-level data. That is, the outcopies of the financial aid system 
are awards md choices at the individual level. They are the dependent 
variables to be explained. One needs a representative sample of students 

in* order to measure these outcomes and, in order to measure 'institutional 

» 

characteristics as variables affecting the outcome, one also needs a 
representative sample of institutions tied directly to the representative 
sample of students* 

The General Approach of this Study; A Comparison to Prior Research 

The current study tries to replicate the positive aspects of prior 

# 

research, but its primary concern is to address each of these 

aforementioned weaknesses. Throughout subsequent chapters the specific 

methodological responses to these problems will be outlined. There are 

two'general points in the. approach of this study which are basic to-all* 

t 

Oi) At the most fundamental level, the data generated by this study 
are adequate to address two concepts of equity* The first concept of 
equity deals with the role of financial aid in the structure of higher 
education. -Tlbe. Justification' for financial aid, cited in numerous * 
comnission reports, legislative debates,^ and in the law itself, is to 
create greater access to higher education, more freedom of choice in 

higher education^ and a better rate of completion of higher education* 

■I,* 

Financial aiji is supposed to do this by removing the financial barriers 
that block access, reduce choice, and create attrition rates. 

The^current study addresses one aspect of this type of equity with a 
type of data that has not been available before. That is, the issue of 
educational choice has been examined here by analyzing the differences 



and similarities between aid recipients and nonrec ipients. at the same * 
schools. A^ter controlling for^elevant factors such as income and 

^ dependent status^ any remaining differences between these two groups can 
reasona'bly be attt^buted to financial aid* While prior studies have 
addresse^i this.point by comparing aid recipients to some hypothesized 
norm (usually a norm of all students in the state), the significant 
advance that this study represents-Zis in having^a far more credible 
norm. Following the compa^son procedure outlined above, nonrec ipientA^ 

I from the same schools are a better basis on which to infer differences in 
behavior that result from the award of financial aid* Thus, the first 
aspect of equity w||ich this stud^ addresses, educat^^al choice, may be 
called "vertical or welfare equity,'* i.e., the goal is to enable 
individuals with different characteristics (especially different levels 
o^f economic resources) to receive differential treatment in order to have 
their chances to enter, choose, and complete higher education equalized 
by finanpial aid. 

The second aspect of equity whiph this study addresses involves the 
operation of the financial aid system itself. Specifically, how do«s it 
decide w4io gets aid and how is aid distributed to the intended / 
recipients? What factors determine who gets what type of aid and how 
much? To address these questions, we make comparisons between aid 
recipients and nonrec ipients who are matched on certain 'key 
characteristics (especially family-wealth and incot^e) to^ see if similar 
students receive similar '^treatment in similar circumstances. We 
characterize this type (xf equity as the equity of aid distribution. It 
' may be considered "hbrizontal or administrative equity.'* It reflects the 
go^l that we expect individuals with similar characteristics (especially 
income and dependency status) at similarly priced institutions to be 
treated in similar ways. The conceptualization and measurement of 
horizontal equity in the financial aid system is an original area of 
investigation opened by this projeci^ 

It is important to grasp these two concepts of equity clearly. 
• Vertical equity suggests that differential treatment should balance out 
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differences ^ong individuals. To put it another way, differential 
treatment is justified if it seeks to overcome original differences* 
Horizontal equity suggests that similar individuals should be treated in 
similar fashion. While there is a sharp contrast between the two 
concepts of equity, they are not contradictory, It^ is entirely possible 
to have vertical equity between categories o^ individuals while having, 
horizontal equity within categories: 
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Category 1 
Horizontal Equity implies all 
individtials in Category 1 
are treated similarly 



Vertical Equity implies that 
individuals in" Category 1 are 
i treated differently than 
individuals in Cat^ory^2 



Category 2 
Horizontal Equity implies all 
individuals in Category 2 are 
treated sio^arly/ 



Of course, as suggested above, the decision about which type of equity 
.for which a system should str.ive is a moral and philosophical question 
that lies beyond the scope of research. Our job here is rather to 
examine what the system actually produces (not what it should produce) 
and why. To the extent possible, we have ,tried to avoid prescriptions 
leaving such decisions to the policymakers, 

(2) In addition to having better measures of the traditional equity 
concepts of choice and distribution, this study utilizes a wide range of 
specific measures for each concept. In addition to measures of the 
amount and type of aid, we have examine^ various mixes of aid and the 
different packages received by different types of studaats. Furthermore,- 
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in order to explain these differential outcomes^ we have included a range 
of institutional level data not available heretofore^ In fact, this 
study embodies the fii^st nationwide, quantitative institution—level study 
(thus, it is the firsts nationwide study to fall into cell 3 in Exhibit 
3.1), and it is the first nationwide study to combine person^level and 
institution-level data (cells 1 and 3). In addition, a prior report (the 
Site Visit Report ) embodies aspect? of cells 2 and 4 of Exhibit 3.1» 

Individiial Level Studies: Toward a Comprehensive Model of 

Financial Aid ' ^ 

The studies which have been previously classified as falling into the 
general approach which tes.ts a financial aid goal (or key element 
underlying that goal) have also generally fallen into cell 1 of our 
t3rpology» That is, when we ask the questions, *^Who wants aid?", "In what 
form?" . . . etct, we do so with the individual in mind* Furthermore, it 
has become traditional to divide this group of studies between those that 
stress economic factors and those that stress noneconomic factors. The' 
former usually involve, considerations of costs, ability to pay, and 
expected returns, while the latter usually involve social psychological 
variables such as the attitudes of the student and significant others, 
the student's envir^^ent, and his or her academic abilities* 

For earlier studies at least, one does tend to find a specialization 
in whidi the research focused on one or the other set of factors. 
However, recently this specialization has begun to break down and the 
distinction is probably no longer very useful. Most of the studies we 
would consider noneconomic in thrust still include some key economic 
variables — income, socioeconomic status, or educational cost. On the 
other hand, those studies which we would consider economic in thrust have 
incorporated noneconomic factors such as student ability or prior 
academic experience. A distinction between studies based on objective 
versus subjective data would probably be more useful, though even here 
the lines have begun to blur. In. fact, the present research effort 
combines all of these types of data. 



3.9 . 



ERIC 



This project sought an approach which synthesized priot: studies, ^ 
rather than divided theak. It has been our belief that the field of 
research in financial aid, and hi^er education in general, has been 
moving towar4 such a synthesis. Thus', the goal of this^ section is to 
describe a comprehensive model of financial aid ^ich seems to exist, at . 
least ^plicitly, in prior researdh. Such a model allows us to 
understand the broad consequences of financial aid and, more importantly, 
to understand its precise role- in higher education in general* Financial 
aid is 0^1^ one of many factors affecting individual participation in, or 
the aggregate demand foi;>p^igher education* To put this in a conoon 
frame of reference fojr evaluation research, prograxos ought to be assessed 
in terms of what the^^are specifically legislated ^jp^i realistically can 
be expected to do* The) importance of this framtf of reference can be 
appreciated with respect to Exhibit 3*2, in which we identify three 



EXHIBIT 3*22 AN OVERVIEW OF FACTORS AFFECTING THE PROPENSITY TO 
PARTICIPAT]k IN HIGHER^^DUCATION 
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sets of factors, in addition to financial aid^ which determiue propetlsity 
to "participate in posts^condary education. It is by altering these 
propensities at the ' individual level that access to education, which is 
the most fundamental goal of financial aid, is' affected. Financial aid 
operates* primarily on only one^dff the factors affecting propensity to 
participate — the cost of education (by lowering the effective price of 
education). There is a great deal, however, that it does not affect ^ 
directly, including the returns to education and other motivations (e.g., 
preferences and tastes). We need to understand the relationship of 
financial aid^lro these other factors and we ou^t to evaluate its impact 
independent of their effects. 

Economic Factors * 

*rhe role of economic factors in research on financial aid has been 
greatly affected by a series of early studies into the determinants of 
the demand for higher education. Employing the "human capital" approach, 
this series of studies sought to ascertain the price responsiveness of 
fiJl^ncial aid to the demand for higher education. The purchase of an 
additional increment of education was viewed as a basically economic act, 
in which the cost of that increment was weighed by the student against . 
the benefits it would yield. As Campbell and Siegel (1967:482) pttt it: 

the investment approach to the theory of educational detaand asserts 
that an individual will purchase a college education if the present 
value of the expected streim of benefits resulting from education 
exceeds the cost of the education. 

* 

The relevance of this approach to the study of financial aid was 
convening from two points of view. From an aggregate point of view, it 
is important for policyinakers to have some idea of the nature of demand 
for education, since the demand for education is an important determinant 
of the demand for financial aid. Thus, it becomes an important 
determinant of the total required program appropriations. From an 
individual point of view, it is important to know how ^responsive 
individuals are to changes in the*"^osts of education. If financial aid 
is to achieve itS goal of increasing access to education, ^ it would have 
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to be of the type and amount that would influence choice. As Jackson and 
Weathersby (1975:624) arguer * 

With limited public resources, public policymakers are understandably 
concerned about the relative effectiveness of different financing 
strategies d> influence individuals^ decisions whether and which 
institutions to attend. To estimate the relative effectiveness of 
different financing, strategies public policymakers need to know how 
individuals respond to the various financing instruments that are 
available. ^ 

Definin|[ a precise economic model of the dexs^nd for higher education 
has, however, proved to be a rather complex task. . It was not clear 
exactly what parameter was beitig sought. Some^ such as Campbell and 
Siegel (>967), Galper and Dunn (1969), Miller (1971 )/ Hoenack (1967), 
Hoenack, et al . (1973), Hight (1970), Corraszini (1972), and Spies 
(1973), sought a parameter which was essentially an elasticity — the price 
elasticity or price •responsiveness 1 Others, such^ as Radner and Miller 
(1970, 1975), Miller (1971), Kohn, et al. (1972), Barnes et al. ^^972^ 
1975), and Carroll, et atU (1977),. used more of ax^ option sjiace approach 
in which the price responsiveness was not fixed but 'Snight vary with the 
other options available even if their relative cost is constant^' (Jackson 
and Weathersby (1975r636)^ . ; 

The differences in the literature, however, go beyond the question of 
ho»^to, estimatfe parameters j the choice of appropriates variables and their 
measurement have also' not been agreed upon* .Onl^ two of the studies 
cited above, the two earliest (Campbell and Siegel, 1967; Hoeneck, 1967), 
included only economic factors (cost and household income). Subsequent 
studies began to incorporate other factors — school type and student's 
ability, in particular. It should be noted, though, 'that these studies 
do agree on the direction of the effects I By and large, these studies 
suggest that cost is a significant variable with a negative effect oh 
demand for education. The magnitude of the effect seems to fall in the 
range of -.5 to -1.5 percentage point change in enrollment per $100 cost 
increase (assuming an income of $12,000 per year and a college cost of 
$2,000 per year (^ickson and Weathersby, 1975:643-647). Furthermore, the 
magn^itude of the price responsiveness increases as income decreases. 



That is, lower income tndividuals are more affected by price changes* 
These are the expected relationships and they fit with the logic of using 
need-based financial aid to improve access^ choice, and retention*. 

The set of economic factors embodied in these studies falls far short 
of adequate to test the complex theoretical argument underlying them*, A 
simplified rendition of that argument is presented in Exhibit ^. 3, The 
basic logic is that returns to education will be dependent, to a 
Coasiderable<^extent, on expected additional income, which in turn is 
determined, to a considerable degree, by the market for graduates* That 
market, in turn, is a function of the state of the economy and the 
population* Within the context of studies of financial aid, no real, 
effort has been made to look at the expected income aspect, and only two 
studies made even an attempt at estimating opportunity costs (by 
iijlcluding variables for the wage rate and rate of unemployment in the 
high school student's district)* The studies withijn. the human capital 
approach which provide a more adequate examination of the theory have not 
directly addressed the issue of financial aid and do not seem to have 
entered into the debate over firianfcial aid* Thus, though the* primary 
focus in khese studies on out-'of -pocket costs renders them quite relevant 
from the point of view of financial aid, it also limits their explanatory 
power wi,th respect to the broader issues of the/ human capital approach* 



EXHIBIT 3.3: AN ECONOMIC MODE^ OF PROPENSITY TO PARTICIPATE IN HIGHER 
EDUCATION 
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I Nevertheless, from the point of view of the present study, these 

economic studies establish a very important point. Cost is an iflipof tant 
factor in determining individual participation in higher education, and 
fini^^cial aid would seem to he a logical approach to changing 
participation. Moreover, the tl^eoretical model helps to locate and to 
define the scope of questions addressed in the current study. To put 

. this matter most directly, we will not deal with the conditions in the 
m^ket which affect either expected additional income ^r opporVunity 
coats. Since the study is a cross-secuional approach (i.e., inVerview?ng 
a sampl^ of students at one point in time), there is no temporal 
variation in market conditions. Of course, we recognize that individual 
students may face different market; 'conditions at a point in time (iue.. 
there is cross-sectional variations), and that their expected additional 
income and/or opportunity costs. may vary. However, these individual 
differences should be accounted for by the inclusion of the faaiKal, 
psychological, and institutional factors included in the; model. 
Individual variation in expected return, etc., should be accounted for by 
these individual characteristics. In short, market condition effects 'on 
expected returns to Education are not a variable in our studyl As with 
previous studies^rirffe concept of expected returns to education drops out 

' of our discussioS^ltogether. We fall back to the familial and 
psychological factors (including income), the* cost factor, and other 
institutional factors as our explanatory variables. 

Familial and Psychological Factors """^ ^ 

The familial and psychological factors that affect decision^ about 
participation in higher education have long been a topic of study in most 
of the sociological literature. With the exception of family income, an 
important economic facto"J^, the elements in the familial and psychological 
realm deal with the preferences, predispositions, and attitudes of the 
individual. For the economists, these go under the heading of ( 
preferences and tastes but, regardless of the label, a series of studies 
h^fl shown that they are important factors influencing career choices. 
'The underlying model is presented in Exhibit 3.4^. The basic idea, here, 
is that patterns of socialization, especially role models and the 
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expectations of significant others (parents and peers in particular), 
establish predispositions toward continued education. In the broader 
sociological literature, these predispositions ate an import^t aspect of 
models of social mobility and socioeconomic life cycle (Blau and Duncan, 
1967) • In these models, a number of personal variables contribute to 
mobility and career choice, with educational choices playing a crucial 
role# The Importance of socialisation, peers, and pai?ental expectations 
has l?een well documented all students (Kercl^x>f£'^and Huff, 1974; Picou 
and Carter, 1976), and for specific subsets of students (Elder^ 1970 j 
Edwards, 1976; Gorson, Haller, and Sewell, 1972; Gordon^, 1972; Allen, 
1978). However, there are considerable differences in the way . these 
factors operate yithin different groups (Picou, 1973; Alexander and 
Eckland, 1975j^ Porter, 1974; Portes and Wilson, 1976; Kerchoff and 
^Campbeil, 1970) and generalization must, be used with considerable caution*^ 
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A MODEL OF FAMILIAL AND PSYCH(ft-OGICAL FACTORS AFFECTING 
MOTIVATION TO ATTEND HIGHER EDUCATION 



/ 



Parents 
DoaoKraphics 




Student • 
DoBosraphics 



Motivation 
to Attend 



ERIC 



3.15 



Other deiMgraphic and background characteristics, such as age, sex, 
and student ability have also proven to be iiaportant determinants of the 
propensity to participate in higher education (Birdie and Hood, 1966; 
Folger, Astin and Boyer, 1970; Cohig and Nam 1974; Wilson, 1979; Grain 
andrMahard, 1978) • In addition, the family ^s socioeconomic status, 
measured in a number of different ways, has consistently jproven to be an 
important factor CSewell and Shah, 1968; Cofaig and Nam, 1974; Tillery and 
Kildegaard 1973; Folger, Astin and Boyer 1970) • 



While these are fundamental areas of agreement, an analysis of the 
details of familial and psychological factors is ^t least as divided and 
chaotic as that of economic^^actors. Not only are there differences 
among studies in th^ variables that are included, but the 
operationalization of common Variables differs among them as well* 
Exhibit 3.5 CGihtains a list of the variables and some of the different 

» ♦ 

, ways that they have been measured. The starred items are variables which 
have been included in the current study. ^ * 

. ' ' ^ \ 

As wxth the economic factors, prior research helps to define the 

nature of. the current research effort* We have not entered into the^ 

realm of- attitudes and preferences, as such, and we have not obtained any 

measures of family background* We have measured the objective factors 

which are generally considered to be the causes and/or consequences of 

those attitudes and ^preferences* As with economic facjttfrs^ we would have 

lik^d to have h^d a comprehensive Coverage of all variables, but since 

thj.s was not possible (due to the constraints imposed by the Federal 

♦research clefcirance process), we believe that the chosen variables capture 

the bulk oT thp variation relevant for a study of fi«iancial aid* If a 

comparison between the starred items in Exhibit 3*3 and the model in 

Exhibit 3*4^ is i^^de, it will be seen that we have captured, in 

■\ ^ ■ , ^ 

considerable detail, two of the main lines of. influence on motivation to 

^|:tend ^^^iiy financial strength and student demographics) and we have 



picked iJjjs^tiwo aspects of the third line (student's ability and academic 
experience*) . • ' 
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EXHIBIT 3.5s TYPICAL FAMILIAL AND PSYCHOLOGICAL VARIABLES USED IN 
PRIOR RESEARCH STUDIES 
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Indicates the variable has been included iij this study. ^ 
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Institutional Factors 

Witjiin the context of the econoiaic and familial/psychological 
studies y a third set of factors quickly arises, ^ This set of factors 
%K>uld not form the basis for an ii^ependent models but it is^ 
nonetheless y a distinct set and one that is of considerable importance. 
These are institutional factors affecting the propensity to participate 
and they have entered consistently into all of ^ the studies mentioned 
above • . ^ 

By Imd large, there ar^e three general concerns' in the realm of 
institutional factors* The first and most obvious way in which 
institutions exhibit variation that mi^t affect the propensity to 
participate in higher education is in their costs. There are vast 
differences in educational cost and these differences affect the expected 
returns to education (see the discussion of economic factors). A seco^ 
important way in which institutions vary is in their academic quality* 
- The ways in which academic quality are conceptualised in the literature 
and behave in actual ailalyses, suggest that quality affects the expected 
return<^ education by affecting the expected additional income (Kohn, 
^tfal., 1972f.aadi\er and Miller, 1970, 1975? Spies, 1973; Carrol et al.,/^ 
1977; Barnes, et al *, 1972, 1975). The third way in which institutional 
variation affects propensity to participate is in terms of the quality of 
life (kohn, et al., 1972; Fife,- 1975a, 1975b; Carrol et £l., 1977). It 
seems that the potential pleasurable aspects of a college education enter 
into the consideration of which iQstitution to attend. We might 
categorize this as an aspect of preferences and tastes and Include it 
with the psychological factors, but it can equally be interpreted as 
operating through the economic factors. It can be argued that the 
pleasurable aspect of higher education, compared^ t6 the alternative of 
working, alters the opportunity costs in favor^ of pursuing an education. 
The enjoyment to be forsaken by not attending college makes the 
alternative considerably less attractive. 

These are the three basic areas in which variation among institutions 
seems to affect the propensity to participate* A fourth factory however, 
also comes into play ♦ The location of the institution is often measured 
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for one of two reasons (Kohn, et al. / 1972j Corr^izzini, eit al . 1972? 
Astin, 1979). First, the location of the institution is a major 
detenairiant of cost, both tuition costs (in-state, oytt^of-state) , and 
other expenses (coimautin^ and/or living away from home). ] However, the 
total impact of location seems to go well beyond out-of --pocket cost. 
There would seem to be an independent effect associated with having 
institutions of higher education available and close to hon» (Knoell, 
1970; Tuckerman, and Ford^ 1972? Tinto, 1973). Here the argument could 
follow the lines of the above discussion of quality of life at the 
institution. Location close to an institution lowers the costs of 
receiving education. To put it in other words, if" one has to travel a, 
great diSstance for an education, xt becomes a more costly alternative. 

As with any statement of general propensities, for any specific 
individual the arguments may not be relevant or correct but, in the 
aggregate, they do seem to hold. The research results to date suggest 
these relationships. Indeed, the research results suggest one final note 
of considerable importance. In order for^ th^ institutionaL factors to 
actually play a part in determining the propensity to participate, it 
muld seem that students would h£^ve to be aware of the difference among 
institutions, tn this regard the evidence is quite mixe4 (Bower and 
Pugh, 1975j Boyd and Pensfce,. 1975? Fife, 1975b), but there does seem to 
be eaou^ awareness on the part df the students so that the connection 
between institutional differences and altered behaviors appears in the. 
literature. 

Having established the conceptual justifications for the inclusion of 
institutional factors, we turn to the operationalization of those factors 
♦and, once again, we find that diversity rather than agreeitent reigns 
.supreme (see Exhibit 3.6). One of the most obvioif^ points of difference 
is on how to categorize the types of institutions. Schemes may vary from 
the most rudimentary — public/private — to the most complex — such as the - 
one presented in Exhibit 3.6. In all of these schemes there is an 
implicit evaluative statement being made ^ich i*^ roughly as follows: 

Pour-year institutions are somehow more desirable than 2-year 

in'siti tut ions, whrch-^are more desirable than noncollegiate 

institutions, and within ^ each of these categories privates are 
somehow more desirable than publics. 
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EXHIBIT 3*6: TYPICAL INSTITirrXONAL VARIABLES USED IN PRIOR RESEARCH 
STUDIES * . ' 
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There is probably a basic empirical reality underlying this 
evaluative assumption. This can be appreciated with respect to both the 
cost of education and a academic quality. On average^ both cost: and 
quality follow the general lines of the evaluative asstmption. That is, 
4-year privates tend to be both more costly and of higher quality, at 
least measured in terms of the quality varial^les used in prior studies 
(as in fexhibit 3.6). Quality and cost tarid to decline as we move thr^gh 
public V*year, then 2-year schools, etc. While this generalization 
captures an empirical reality, it is important to recognise that it also 
embodies a good deal of evaluativ^ judgment and that it is a 
generalization which overlooks many individual cases that do not follow 
th€i rule. ^ 




Me. have now completed the model of institutional factors -which, is 
pi^valent in the literature. This model is summarised in Exhibit 3.7. 
In this s€u^y, we have included at least one measure of each of the 
factors whijie'we have examined cost at great l^gth^ 



EXHIBIT 3.7: A MODEL^ OF INSTITTJTIONAL FACTORS AND THEIR RELATIONSHIP TO 
STUDENT BEHAVIOR 
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Financial Aid 

- — - ^ 

The speci^c characteri||f||i^^ financial aid delivery system 

itself which ^Ave entered into the analysis of participation in higher 
education have beeii very restricted ^ eves when the financial aid system . 
itself has bei^ the prixsary subject of the work* At best, the amount of 
aid and the percent of expenditure.it covers have not been entered into 
any one study. Taken together, the available studies cover five 
characteristics of the aid system^ as can be seen from Exhibit 3«6« One 
aspect worthy of consideration in these studies ^s the way the outcomes 
are concepttxalized. 

* 

jSenerally, there have been one of two approaches tak«t« In the 
subjective approach, students are asked what they would have done if they 
had not received aid* A reasonably large percentage^f respondents have 
typically said that either they would not have gone to postsecondary 
school, or they would have gone to a different school. This has baen\ 
taken as an indication that financial aid has had an impact on both 
access and choice « When t!he choice question is foj^ lowed up by asking 
where the student would go in the absence of aid, the responses tend td 
«ff ina th6 implicit evalu«tiv« judgmenC exabddied ia Che c«ttegorir«ticm of 
achoolsST 'The typical results are depicted in Exhibit 1.8; about 7.5 
percent (K57 + 5.33 + 1'. 16) of the atudents said they would change in a 

EXHIBIT 3.8: PERCENTAGE OF GHANT RECIPIENTS WHO SAID THEY WOULD CHANGE 
SCHOOLS IP THEY HAD NOT RECEIVED AID ^ 
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"downward" direction; another 1»4 percent (0»12 ^ 1.27) said they would 
change within categories; only .35 percent said they would change in an 
"upward" directlTon. 

, The second approach to measuring outcoiMS is to take some objective 
criteria and infer a difference-^ which is attributable to the aid system. ^ 

^Thus, after controlling for income, one can compare the percentage of 
recipients who attend college (dr a particular type of college) with the 
percentage of nonrecipients who do so» If more recipients attend 

-•college, the inference is made that aid accounts for the difference • In 
fact, the comi^arisons have often been less precise than that, resting on 
a comparison between a sample bf recipients and some hypothesized norm« ^ 

Despite rt^ exploratory nature of these studies^ it should be noted 
that- they have consistently produced results w^ich are in the expected 
direclpion. The amount and availability of aid have been positively 
correlated with access, choice, retention, etc. Furthermore, the studies 
do suggest a» basic underlying model of behavior • If we can interpret the 
specific variables- to _stand for general aspects of the aid system, we ^ 
woul4 argua^ then, that at least five characteristics of aid are of 
ixnj^ortance in affecting the propensity to participate in higher 
education. These five chai:acteristics are: the amount, th'fe type, the 
terms, the stability of aid, and the dissemination of information about 
aid* In the research literature, the stability of aid (i.e., certainty 
of its continuation over time) and the dissemination of information seem 
to be more directly related to expso^ted returns — precise!^ to knowledge 
of expected returns — than to anything el^. The argument is simply that 
without good information about alternatives and a set of expectations 
about aid in the future, one cannot calculate the cost of education and, 
hence, one cannot make a rational choice about whether or not the \ 
expected returns justify participating in higher education. In- ^ 
Exhibit ,3^9, this model is outlined. The ro^e of program mana'gemeiit 
characteristics is left unspecifiied since the quantitative studies ^ 
* reviewed up to this point have not begun to address this area. The next 
section will define the current study's approaqh^ to management 
characteristics. ^ 
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EXHIBIT 3.9: FINANCIAL AID FACTORS IN PROPENSITY TO PARTICIPATE IN HIGHER 
EDUCATION 
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Before Viie move on to that level / however, let us summarize the 
quantitative studies which have been reviewed. If we put. all the 
separate models together^ we would arrive at a very complex n^odel indeed 
(see Exhibit 3.10). >Such a model is probably beyond proper specification 
under -the best ^ circumstances. Considering the nature c^f the data that 
have been gathered for the purposes of thi^^rf^tiSy^ though, and the 
choices that have been made about the variablejs to be included, we have 
here a much simplified model to be used in this analysis (see 
Exhibit 3.11). Despite the simpiifications, this model is adequate to 
the .task in terms of including major variables, and it is a ^ood deal 



more Comprehensive than an;^ model which has been included in any prior 
single study,— 



2/ 



1 



—'In forming the model for thi^r study we have included the concept 
of ability to pay as a derivative of family financial strength and 
educational cost. • 
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EXHIBIT 3.10: A COMPREHENSIVE MODEL OF THE PROPENSITY TO PARTICIPATE IN iilGHER 
EDUCATION 
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EXHIBIT 3. 11: 



THE WORKING MODEL TO TEST THE IMPACT OF^ID ON EQUITY OF EDUCAT- 
IONAL CHOICE 




Sti^eilt 
Ability 



Student 

Demographics 



Family Financial 
Strength 




Student 
Academic 
Experience 



Quality of 
Life 



Quality of 
Education 



Location 
Type of 
Institution 




Educational 
Choice ; 



Ability to 
Pay 

Out-of-Pocket 
Costs of 
Education 



Stability^ 
of Aid 



Amount of Aid 
^ Type of Aid 
Terms of Aid 



Program 
Management 
Oiaraqteristics 





Diss efninat ion of 
Info-nTjfttion 



Moreover^ this model serves not only for the study of equity of 
educational choice, but also for the study of equity of aid distribution 
as well. As depicted in Exhibit 3.12, the familial, economic, and 
institutional variables become the classification variables for 
detensiining similarity of circumstances. The type, amoiint, and terms of 
aid become the outcome measuB^ which, under condxtions of full 
horizontal equity, should be equal for students in similar ^ 
circumstances. Other program characteristics, especially management 
practices, become^ the variables which should explain any deviations from 
equity. It is these characteristics which policy would change in order- 
Vo achieve horizontal equity. Thus, the comprehensive model forms a- 
basis not only for an evaluation of the equity of^ educational choice, it 
is indispensable to the study of the equity of aid distribution. 

Management Practices 

Institutions are the line administrators of Federal programs. They 
have responsibility for ba'sic decisions about how students will be 
treated and conmunicated with, and about what tyuBs of students will get 
different kinds of aid. In: "packaging," for*^piple, an institution may 
establish a policy c^f giving grants to all eli^ble students and adding 
loans to the grants for the most needy. Another institution may operate 
under the exact opposite policy, giving loans to all eligible students (a 
self-help floor) and adding grants in cases of greatest need. These, and 
many other approaches were found during the course our current student 
aid* study. Institutions also make distributional judgments about 
individual cakes. Some students have unusuaU circumstances which do not 
clearly fall under existing policies, and student aid directors must also 
decide how to handle ambiguous situations. 

Institutions perform three major kinds of tasks under the Federal 
programs: 

(1) Program participation— they decide whether to participg/^e; 
participants forecast the aggregate aid needed by their 
students, make application to USOE, and receive and disburse 
funds ♦ 
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,E1XHIBIT 3.12: THE WORKING MODEL TO TEST EQUITY OF AIIJ DIS- 
TRIBUTION 
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(2) Need analysis — they obtain applications from students, determine 
' which appMcants are eligible for aid, calculate how much aid 

each rt^plicant needs, and make individual adjustments for 
unuSMi needs* ^ 

(3) Packaging — they decide what amount of aid ^pplicanti» will 
receive from each source of aid available, including grants, 
jobs, pd loans, and ^ey coordinate this Federal aid with state 
and institutional aid* , , 

In addition, institutions perform many csther kinds of tasks, such as 

disseminating information about financial aid, helping to arrange jobs 

and loans, maintaining records of student eligibility and fund , ' 

disbursements,^ collecting loan payments, and producing program . 
^ 3/ * 

reports / , 

One of the early findings of thii. study, however, was that 
institutional practices are best characterized by diversity. This is not 
necessarily a negative finding but, as Cooper noted in his study of 
financial aid in Calif ortjia: 

Federal student aid administration cannot be— and should not 
^e — strictly uniform* A diversity of practices i$ essential because 
general public purposes and specific program purposes are 
multi-faceted, and the conditipns of 'implementation vary among 
students and institutions./ The difference between desirable 
diversity and undesirable fragmentation in administration is that 
desirable practices. ar^^ effective, fairly predictable, and^ 
equitable* Desirable diversity among policy deoisions exhibits 
purpose: it is not rand dm or haphazard. Undesirable, fragmented 
practices are inconsistent, not readily justified/cby reference to 
standards or a rationale, and difficult or impossible to evaluate 
^empirically*^^ 

. ^ . ■ 

3/william 0. Van Dusen and John J. ONHearne, A Design for a Model 
College Financial Aid Office (New York, N.Y*: College Entrance 
Examination Board, 1973), ^ 

r 

^/Harlan Cooper ♦ ^Diversity in CoUejge and University Administration of 
Federal Student Financial Aid , Doctoral Dissertation, Stanford 
University, March 1979, p. 17. 
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This suggests &o prime objectives with regard to institutionatt 

practices — effectiveness and justice. The first would, ideally, require 

that the system for implementing Federal policy be free of impediments • 

^Xhat is, once a policy was selected, the institutional practice would be 

such that>it could be carried out uniformly, and in an unambiguous 

mi^^neri^^^H addition, any effective administrative process would have to 

be jna^tf i.e.f all decisions must be predictable and the reasons for them 
5/ 

understood.— The second facet is that persons in like circumstances 
should *be tre^^ted the same,— , i.e», .there should be' equality of 
outcomes* Distributive justice, then, requires that if people are to be 
treated differently, the variation^^must be related to the purpose of the 
distribution (e*g», need) and not to some ^ther irrelevant condition 
(e»g#, race)* 

Evidej:xce of the effect of institutional policies, scant as it is, 
seems to indicate that these cond^itions are not being met ^ We have 
already mentionfed*^ Applied Mana^ment Sciences^ early findings regarding 
diversity *in practices which were also supported by Cooper's results for 
California* - However,, others have provided indicatibta that point toward 
the same conclusions* . Rice and Gladieux, in a report for the CoB^ege 
Entrance Examinati-on Board,-^'^ noted that of the estimated • 1,141 
accredited 2-ygar colleges, 23 percent were not ii^the SEOG program, and 
40 percent d^ not seek NDSL monies* Consequently, many students 
eligible for aid by law we|:e unable to obtain benefits. Their * 



.5/ 



Henry^ J. Friendly, ThejCederal AdminiTstrativg Agencies: The Need for 
Better Definitiogt, of Standards (Cambridge, Massachusetts: Harvard 
University Press, 1962) • 

— '''Enittett^ S. Redford, Democracy in the Administrative State (New York, 
■s^N.Y.s Oxford University Press, 1969). ' ' '"^ 

-'Louis Rice" and Lkxry Gladieux. Title IV of the Higher Sdu.cation Act; 
A Technical Analysis (Washington, D.C.: College Entrance Examination 
Board, 1974). ^ - ' ^ 



1 ' » 



V" 



3.30 



institutions simply did not offer all the progfams. Van Dusen and 

Cavanaugtv^'^ made a study of institutional adjustments to 'College 

Scholarship Servicers (CSS) need analysis. They found a range of 12.1 

-percent to 87.5 percent of the active cases changed among nine University 

• * 

of California and California State University and College campuses. The 
average rate was 56.8 percent. Finally, a 1977 report by Smith and 
Henderson-i indicates that most first-time studentj aid recipients 
across the country get only one form of aid rather than a package. 

While such differences in student expectations exist among 
institutions due tq di^^ersity in managemetit Federal policies which 
address thtese operating systems are few. Although the number of Federal 
regulations have increased in recent years', *Ke effect on changing 
institutional behaviors has been minimgl. They continue to exercise 
^discretion itx critical areas of policy leading to significant inequities 
in the distribution and impact of Federal funds. 

The number of examples of institutional discretion and Federal policy 
are. numerous-^ consusaer information^ needs analysis , pax:kaging9 
-counseling, etc. For the purposes of discussion, let us look at the 
packaging of aid--^the process of combifung various sources of assistance 
to^pieet the student *s need (where need is defined as the difference 
between educational .costs and available family resources). ^ On this 
topic, Federal regulations remain almost tptally silent. Aid directors^ 
are prohibited only from using Federal funds to- exceed any student* s 
need. (20 USC 1088f| 45 CFR 176.14(b).) Howe\fer, the packaging i>rocess 
is complicated by conditions attached to aid under different programs. 
For example, BEOG grants (under 1978-79 regulations) are limited to 



8/ 



I'^^Willtam D. Van Dusen and William J. Cavanaugh, "Coin* Through 
Changes; A Study of Institutional Adjustipents to Central Need 
Analysis." Journal of Student Financial Aid (February 1977): 25-33.. 

l^Pat Smith and Cathy Henderson, Federal Student Aid: Who Receives It ^ 
and How Is It Packaged? (Washington, D.C.: American Council on 
Education, 1977). 
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one-half cost or $1,600* whichever is less* SEOGs are limited to 
one-half the total amount of aid in each package. Federal CWS ^funds - ' 
require a 20 percent match from the institution or employer, - Onc6 their 
need is met, students' CWS earnings may not cause their total* aid to 
exceed their need by more than $200* Students must quit CWS jobs rather 
than continue working and earning too much. » 

Purthermoi*e , students- may have financial aid from other sources like 
state aid, and this in turn may add to packaging complexity. The st;,ate 
may detertnine a. need figure different from Federal need figures, and yet 
both state and Federal governments expect aid going to students to be 
coordinated. 

Suggestions about the program characteristics and management 
practices that affect the operation of the financial aid system can be 
•gathered from two sources. These two sources fall, respectively, in 
cells 3 and cell 4 of the typology previously presented in Exhibit 3.1.. 
The first is a series of studied into management practices (National Task 
Force, 1975; Lee et, al, 1975; Cooper, i979)\ The great drawback of these 
studies is' that they have been carried out without any effort to measure 
^program outcomes. Thus, the program characteristics and management 
practices which have been inspected are important only with respect to 
some preconceived notion of how the program should work (rather than with 
reject to a measure of how it actually does work). The second source is 
a group of ^studies which can, at best, be described as. "testimonials." 
These arje atatements, occasionally gathered a systematic fashion, t>y 
financial aid officers and students 'about the way the system actually 
works (CSS Student Advisory Cooaaittee, 1970; .Packer, 198&J ^enn and 
Vejil, 19765 Marlon, 1*976; Von Klein et al ., 1976; Wilcox, 1973-1974; 
Jones, 1974'? Scott, 1978; Johns and Warren, 1977; Clark et al. 1977; 
Cldrk, 1977; Stewart, 1975; -.^matakos, 1972; Ryan, 1966-67,' CEEB, 1976; 
Burnett, 1975; Nelson, et al. 1578; Southern A-ssociation of Student 
Financial Aid Administrators, 1977). These are impressionistic accQ*ints 
which tend to reflect th^ concerns of af particular audience and provide * 
little 'or no empirical evidence. They provide scant |clues to how 
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typical any of the behaviors described really are. As such, they are not 
particularly helpful ift generating counsel fc5f the overall management of 
federal aid, which must, necessarily stress common practices and 
outcomes. The^ethodological and substantive contribution of the current 
study "is to link systematic data about program characteristice to 
systematic data about actual outcomes, to produce a more accurate picture 
of the actual behaviors of the system as a whole. 

Regardless of the shortcomings of these two groups of studies, they 
are a rich source of hypotheses about yhat affects the performance and 
equity of the financial '^aid syst^. Since these are the opinions of both 
the cons umers^Wd those who make the system go, these data are quite 
relevant. In fact, llnce this is a study of the equity and efficiency of 
the system, and since the measurement of equity is a jtudent-level 
variable, it might be best to start with the student point of view. The 
issues about which students complain suggest a Jack of equity and/ or 
inefficiency in the system^and fall iijto .seven categories: information, 

irms, counseling, financial aid office structure and procedures,* aid 
packaging, need analysis, and ihdependent status determination (CSS 
Stiiient Advisory Comlaittee, 1976, Packer, 1980). Within these areas one 
can identify about 40. specific issues (see Exhibit 13»3). Interestingly, 
'the financial, aid oflficers aeem to agree on many of these points: the 
characteristics of the financial aid system about which the students 
complain are 4lso the charaateristics that cause ,the financial aid 
officers a good degl of concern. The aid 'officers^ have some concerns 
which do not ent^r*-*tito the consideration of the students but, by and 
large i there has \een a lively, though indirect, dialogue on most of the 

. ^ . I 
This agreement on the points C^at need to be addre^ssed would seem to 
be pa:rtly-a result of the National Task Force Report (the Keppel 
Coramissi^i^ which seems to have .focused everyone* s attention on specific * 
a^reas, and partly a result of underlying justification for the 
Federal student aid program itse^. In order for the System to achieve 
its goals, or so €he student argument goes, students must have good ^ — 
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infonoationy proper counseling^ ^onas which are not a barrier> access to 
aid officers, etc- From the perspective of the aid officer, in order for 
the system to accomplish its goals, need asialysis must be clarified, aid 
packaging philosophies must be better articulated, staff levels and 
training must be upgraded,^ etc « Unfortunately, most of the analytic 
studies of management practices have not addressed these issues at all^ 
Insteadt they have looked at specif io* practices with a view toward 
esti^ting and evaluating errors and/or deviations with respect to 
legislated policy and regulations (e«g*, validation procedures, checks on 
academic j^ogress, budgeting decisions* etc*). These errors and 
deviations are prestuned to represent departures from equity*' In 
contrast, it has been the ^central task of this study to create measures 
of equity and see how they correlate with actual specific program 
characteristics and management /practices, regardless of whether or not 
the program characteristics aim management practices are deviations from 
the letter of the regulations* 

CONCLUSION- • " . 

This^ brief review of the literature has served two purposes* We have 
id^ntifJled weaknesses in prior research, and we presented the general . 
approach which was taken in the current research effort to overcome those 
weaknesses* We have also identified a large number of variables that^ 
need to be included in any future Vtudy which analyses the impact of 
program characteristics and management practices on the equity and 
efficiency of the Campus Based and Basic Grant financial aid programs* 
The ^specif icat ion of each of these variables and the evaluation of equity 
and efficiency in the aid^ system will be discussed in Chapter 6 o^this 
report* 
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EXHIBIT 3.13: THE INSTITUTION-LEVEL MANAGEMENT ASPECTS OF THE FINANCIAL 
• AID SYSTEM ABOUT WHICH THE STUDENTS COt^LAIN AND FINANCIAL 
' ' AID OFFICERS WORRY 



I. Information - 

^.A« Range of programs available 
Continuity of aid 
Planning o£ aid 

!• alternate amounts at types of institutions 
D« Dissemination in general 

\ 

-II. Forms . * ^ ' ^ . 

A* Multiplicity 
B* Difficulty 

III* Counseling. 

A. Ri^ts and responsibilities . ^ 

B. Options 

C. Loan counseling ' ' , 
, D* Lack of peer counseling 

E, Money management ' ^ 

IV. Financial Aid Offices 

A* Staffing 

B. Training 

C. Salaries 

D* Record keeping 
Packaging 

!• Changii^g through college career 
2* Enticements 
a. Amounts ^ 

Bait and switch ^ 
*F* Administrative expensesi' 

V. Aid Packages 

A. Grants * \ 
!• Alternative amounts at different institutions 
2. ^eal choices ^ * ^ 

B. Loans ^ - 
U Multiple ^ ^ ^ 
2^ Grace period , 
3r Notice of loan-burden change 

4» Repayment schedule , <; 

,C. Work ^. ^ V ' 

1, On-campus search and preference | 
2^ Off -campus search by FAO 

3» Catefiul job "description * . 

. 4. Skill match ^ 



i^StarrcdNiteins, iwere rais'ed by o^ly Fin^nci^l Aid Officer's iti the 
literature reviewed.^ 3 35 js . <■ 
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EXHIBIT 3.13: THE INSTITUTION-LEVEL MANAGEMEjST ASPECTS OF THE FINANCIAL 
AID SYSTEM ABOUT WHICH THE STUDENTS COMPLAIN AND FINANCIAL 
• , AID OFFICESS WORRY (Continued) 



^I# Need Analysis 

. A* Budgets 

1« Inflation 

2. Reality basis 

3. Program differences 
/ B. Presumed savings ^ 

C. Automatic subtraction of work 
D* Varying 'real parental contribution 

VII * Independency 
A. Conditions 

B» Documentation requirements 
* 

VIII» Date of Notification 

*IX* Relationship Between the Financial Aid Office and Other University 
Off ices 9 Especially the Admissions OfiiceL^ 

1/ 



*X. Computerization and ^izei 



i/starred items were raised by only Financial Aid Officers in ^hi 
literature reviewed • 
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THE ROLE OF THE STUDENT IN THE FINANCIAL AID SYSTEM^ 

'^^ • ' ' 

INTRODUCTION 

The li^tarature available on student financial aid is^ by and large^ 
vritten from the perspective of tether the institutional administiratpr or 
the Federal bureaucracy. Surprisingly little has be^n done from the 
student^ a point of view even though, as mentioned in Chapter %^ the 
legislative intent has qlearly been on th^ side of student sovereignty. 
Hhile this introductory discussion is not intended to fill tliis^ap, it 
is hoped that it will provide the reader with a better under stiati^lng of 
the attudent's role in the finascial aid process. For a discusirioii 9^ the 
institution's role^ ^ee VoXiuae I, Chapters 3 and 4^ of jsiiia report* / 

THE PARTIES INVOLVED " . ' 

• ^ . . , /■ ■ ■ 

The delivery of financial aid is a rather coi^lex process involving a 

^uobet of interrelated parties* As described b/The National Association 

of Student Financial Aid Administrators (NASFM), the seven jprimary 

parties arei * / ./ 



The Student , and his/her famil^^ who initiate an application for 
studen^aid and are responsible for completing various forms to, 
determine the student *s pro-am eligibility?/- 

2* The High School Guidance Counselor , who provides general 

financial aid information'^ and irfformation on how to apply for 
admission and/or fiitancial aid at various institutions; 

3* The Centralized Need ymalysia ServiceS f wKich are responsible 
for processing stud^t *need analysiSx reports and disseminating 
. this information to^ institutions, state, and Federal agencies; 



if-- 
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/ 
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5. 

7. 



The FedeVal Govemnent . which is responsible for legislation, 
appropriations, and overseeing the adninistration of the student 
aid pro'granw, as well as operating the Basic Educational • 
Opportunity Grant (BEOG) program; ' 

The State Agencies , vhich provide funds in the form of grant,/' 
work, and loan programs to qualified students in their sta^e] 



gujlrahteed 



The, Coanercial Lending In'stitutions . which provide 
student loans to eligible students; and 

The Inatitutions. of Postsecon^ary Education , whicjr^ave the 
primary respcsjsibility for coordinating and administering all 
Title IV programs, as well as other Federai,/itate, 
institutional, and privafce-ffra''sohrces. 1/ ^ 



THE STEPS IN THE DEI^ESY 




For the student, the process of obtainin^financiar aid begins with 
the acquisition of information both about availability of various 
academic programs at postsecondary institutions and his/her options with " 
regard to financial assistance. Clea^y, the key to an. effective aid - 
delivery system is, therefore, the /Conveyance of accurate and timely 
information to students in order ^o permit them to make an informed 
decision about fcheir future edt^tional plans. As observed by t^e Keppel 
'Task Force* "One of the grea^st contributing factors t9 student 
confusion abou t\ student ai4 is the lack 6 S good information.. . 
sources of this informition are quite varied and include family and 
peers, state agencies, high school guidance counselors, educational 
institutions, private organizations, and various youth-se'rviog agencies 
/"(A»g't Comprehensive Education and Training Act (CETA), Upward Bound, 

etc*). . / 

/ » 

Next, the pjrospective student will contact one or more institutions 
he/she plans td attend in order to obtain admission and/or financial aid 
information. The student then completes the required application forma 
and forwards them to the selected institutionCs) for consideration. If 



1/ . ' ' - 

-^Natiqfaal Association of. Student Financial Aid Administrators, 

Fundamental Financial Aid? Self-Learning Guide CWashifigton, D.C.: 

Janiiary 1980), pp. IV-3, IV-4. 7^ " 

2/ / . " 

-'Keppel Task Force Final Report, p. 54. 
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state assistance is also desired, the stiident will likely be required to 

submit a separate application to the appropr^iate state student assistance 

agency • In those states whi^ch offer decentralized assistance programs y 

the application may be sent directly to the iristitution to which the 

3/ 

student has applied.— ^ 

. To be considered for Federal financial aid, the student can apply 

throu^ one or' both of two possible routes. 
• 

1) Centralised need anq^lysis service : , depejiding upon the 

^ institution's choice of need analysis system, the student and 
his/her family will complete an* extensive application form 
(*>nsisting of all the information required to determine their 
eligibility for one of the three Campus Bas<^d programs-^ 
Supplemental Educational Opportunities Grant (SEOG), National 
Direct Student! Loan (NDSL), and College .Work-Study (CWS). In 
addition, if the selected system is part of the recently created 
Multiple Data Entry System (MDES), the ttecessary data, elements ^ 
.will be forwarded, at the student's discretion, to the BEOG ^ 
processor for consideration for a Basic Grant award/ After 
processing, the service returns, a copy of a need analysis report 
to the -instituCi^»4flX^^ by the students Any 

* inconsistencies^n .the d^ta suMilied in the application will be 
noted and provided to the irist^|ition for later follow-up • 

^) 0#S# Office of Education's Basic Grant application .^rocedsor : 
if the student chooses to apply for a Basic Grants, he/she may 
either submit a separate BE06 application (similar to the need 
analysis service form) or, if available, appl]^ through the 
abovia-mentioned MDE system. The proc&sspr will then prepare and 
send to the student a Student Eligibility 'Report (SER) which 
documents his/her eligibility for a Basic Grant • The student 
must then bring the SER to the inktitutipn he/she plans to 
^ ^a^end for. the calculation and disbursement o^ the actual award* 

After the' student has accepted' an offer of , admission to attend a 
specific institution and is found to be eligible for a Basic Grant, 
he/she presents the financial aid office with the SER* The financial aid 
officer then combines this information, along with the results of the 
need analysis service and the state assistance agency^s computations, to 
develop an aid "package" to meet the student's need for financial 
aasisttance* According to NASFAA, thi^ process entails the review of the 
following items: /. 
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Several states (e.g., Pennsy]^^ania) require only the submission of 
one common form from which pi4rtinent Ida ta' are abstracted. 



4.3 



1. The student's academic status,, i.e., "Has the student been 

admtted to aa eligible progra^i?" If currently enrolled, "la 
the student maintaining satisfactory prdgress?" "Has the 
student completed a bachelor's degree?" 

^ 2. The student's eligibility for specific aid programs, i.e., ".Is 
the student a citizen or permanent resident?" "Is the student 
enrolled at least half-time?" "Is "the ^fiudent in default on a ^ * 
loan made, insured, or guaranteed for attendance at that ' 
institution?" 'TSoes the ^udent owe a refund on gxfants 
previously received for attendance' at that institution?" "Is 
the student eligible for funds after taking into consideration 
tha^ statutory annual and aggregate limits of program funds?" 

3. The student's documented 'financial need, "the aid administrator 
reviews each of the need analysis documents to verify the 
. ■ accuracy of the data and to make any needed- adjustments when 

. cxrctoastances so warrant. Aa part of the verification procesa,* 
many institutions require some or all of their applicants to 
submit copies of income tax retiyms or documentation of 
nontaxable income sources. In addition to this voluntary data / \ 
verification, the Federal government has recently initiated 
formal validation procedures which must be performed .by. the \ 
institution for those, students who have been selected by the 
government for its validation. (These sequirements will be 
discussed later in this chapter.) 

As part of determining the student's financial need, the 

institution muaft determine the cost ^>f education (budget), by 

taking into consideration the required tuition and fees, books . . 

and supplies (costs may vary due to academic program), room and 

board, transportation costs, and other reasonable. mis cellanaoua - 

personal expjsirtes. 

4. The developaent of the student aid package. After completing ' 
the above prdfcedures, the institution must determine the dollar 
^ amounts which the student will receive from each of the programs 
for which he/she is eligible. Normally, the final aid package 
consists of a combination of grant, loan, and work dollars. . 

•5. Preparing an award letter. After all of^ the above steps are 
completed, the institution prepares an. award letter which is 
sent to tihe student. This letter notifies the student of the 
terms and conditions of each of the aid programs, as well as .the 
amount of aid he/she can expect to receive from each source. In 
those cases where the student's financial need cannot be met 
from available resources, the student is provided information 
which may suggest altetnative sources of funding.^' 




-^NASFAA, Ibid., pp. IV-6, IV-7. 
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upon receiving the award lettey the student will, if he/she has v ^ 
* sought financi^E^l aid from more than one institution^ compare the 
available optiodd and select the choice which best meets his/her 
individual need, offer of financi'al aid, while an integral part of 

this decision proceis^ai is not the sole determinant of the final choice 
for many students* involves a careful balancing of the ^yaiLable 
altemati>4a, *conaider\ng the various academic offerings and campus 
attributes as well as the cost. • 

After the student .has selected an institution^ he/she is required to 
sign and return the award letter to indicate its acceptance and to 
complete and have notarised the Affidavit of Educational Purpose. If. the 
student's financial need is tfbtally met by the package, then there is 
generally nothing further to be done. What is frequently the case for 
some students, however, is that their needs will exceed the resources i^"- 
^rnade available to them or*^ they have /to replace some or all of the 
expected family contribution. These students, therefore, must explore 
additional, sources of aid. . , 

One such option is the Guaranteed Student Loan (GSL) program ^ 
'available throuj^ commarcial lenders or, if the school is *an authorized 
lender, through the school the student will attend, the lending 
inst;xtution or state agency determines the student's eligibility for the 
loan,* and siibmits the GSL application to the Federal processing center 
for** endorsement. The Federal processing center then returns the GSL 
application to the lending institution or state agency, which in turn 
prepares the promissory note and a check for the student. ^ 

Once the student has enrolled* and* begun his/her selected course of 
study ^ majbr functions of the institution's financial aid office will be 
of concerns 

1) the disbursement process - involves the ways in which the 

student actually ^receives the monies he/she has been awarded. 

While this varies by program and by institfution, the basic - 

/Operations are: ^ 
♦ 

a) grant/scholarship aid — paid either directly to the student 
or credited* to his/her account? 
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3) 



4) 



. b) loanpji^tttdent must sign a promissory note and atteni a 

pre-j^Toan counseling session before funds are disbursed as 
above; 

c) work aid— student meets the requirements of the job to ' 
Which he/she is assigned and is paid at least monthly 
either by check or by a credit to his/her account. 

counseling - the student's neeid for information does not end 
with anrollaan^— his/her needs for assistance continue 
throughout his/her educational career? 

maintaini ng records - the school is required to maintain 
accurate^ up-to-date records on each aid recipient and to 
ensure their confidentialty; 

i^onitoring - in order to ensure that fundi are beipg used 
correctly, the institution* are required to monitor the 
student a progress in school. Once a student has graduated or 
Vithdrawn from school, any loans he/she may have acquired enter 
into the collection phase; 

collectioos following the student's departure from the school 
at vhicW a loan waa made, it is his/her responsibility to see 
that the loan is paid back. This requires staying in contact 
with the institution as well as setting up an acceptable 
repayment plan. 

Laetly, much of this process U an ongoing affair throughout the 
student's educatiqn a&- each student must annually renew his/her 
application for aid. Changes in the scope of aid programs' or ip the 
student's circumstances may great V *lt^r the student's eligibility 
status during his/her pos^secondary career. 
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• ■•• SECTION II •• • ^ 

EMPIRICAL RESULTS - 

PREFACE 

Presented in this section of the report are the quantitative results 
of this research project. These data focus upon four aspects of stpdeot 
outcomes: the general patterns of the 4^isttibution of Federal student 
financial aid dollars; an assessment of the extent to which conditions of 
distributive equity are met; the impact of student financial add on 
participation in postsecondary ^education; and lastly, the relationships 
between institutional discretionary practices and equitable student 
outcomes. 
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THE SCOPE OF THE FEDERAL STUDENT ASSISTANCE PSlOGI^AMS - 

INTRODUCTION ^ ' ' 

Before exaainlug' the distributive ^equity issues raised in the 
preceding section, it is important* f ir^t- to gaj.n a sense of that extent ,to 
which the Federal student assistance programs l^e pervaded the higher 
education sector, '^e ' focus here , then, is upon identifying the major 
flows of funds toth to students and to Institutions. ^ 

Q The starting point of this examination tmxst be the distribution of 
aid as affected by the income level and dependency status of students. 
Federal student aid programs are specifically designed to assist thi ^ 
economically disadvantaged members of* the student population, ^ere 
should, therefor^y be a positive correlation between the economic 
barriers faced ;by students and the levels of Federal support which tfhey 
receive. On the ''other hand, the relationship between financial aid and 
Other student characteristics — gende]^, race, age, locale— should be 
neutral.! That is, the system ought to be "blind" to noneconomic 
differences among applicants fot aid. By examini^jtg the distribution of 
aid along these dimensions, then^^one can potentially reveal 'any inherent 
biases within the financial aid system which may e^merge ,as unintended 
consequences. ^ ' t ' 

' . ' . ■ { i ^ 

There .is an additional need to examine^ the manner in whij:h financial 

aid dollars are distributed among institutions. A significant portion^ of, 
* * '* * * / 

the assistance which students receive is turned over directly to tnfl^ti- 
tutfotis Tn the form of tuition, fees, and on^ampus room and board 
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'Charges, .Thus, many institutions can, and do, derive a substantial 
portion of their incomes from student 'aid sources. The data-which 
details this distriliution may, in fact, teveal patterns of inxii^^ect, 
subsidies to particular t5rpes of institutions* 

y 

As a final methodological npte, the^ data presented here are generally 
referred to .as "marginal distributions While we realize that vari^ibles 
such as race and income 'are not independent, at this time we do not 
attempt to examit^e such interactions. This is Che subject of the . . ' 
chapters which follow* ^ i 

OVERALL i'ROGRAM PARTICIPATION.*- 1978-79 

Pattems^ of Aid Distribution to Undergraduate Students ' * 

As TrfBle 5*1 demonstrates, financial aid in 1978-79 (the year before 
the implementation of the' Middle Income .Student Assistance Act) was 
available to students across a broad spectrum, of incoiae levels but, as 
one, would expect, it was foun<i to be most hekvily conoentrAted at. the 
lower fend of this range. Of all undergraduate students^ regardless of 
income or o^ .the choice, o-f institution, almost half (43%-) received some 
form of aid ^either f rom ^FSderal, state, or private * sources during the 
1978-79 academic year* This ^ involvement is, of course, related to the 
student's ability to pay and institutional edit. Therefore^ both th€| 
generally higher-cost institutions (i.e., 4-year private and proprietary) 
and most economically ■ deprived students (i«Q«, incomes less than $12,000) 
are the most likely to receive some form of assistance. 

With regard to the student assistance programs funded by the II.S. 

Office of Education, Table 5.2 underscores the fact that Federal funds 

form 'the fbundation of all student Assistance. Of all students receiving 

some form' of financial assistance, A4 percent were awarded some form'^f 
' . 1/ 

Federal aid.— Again, the pattern of variation, vis-a-vis income and 
educational costj previously noted, is found to hold for the Federal 
programs. 



l^This is calculated from Tables 5.1 and 5*2, |»e., 43 percent received 
some form of financial aid and 84 'percent of these (i.e., 36 percent) 
received Federal aid. 

/ 
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■•EABLE 5.1: PERCENTAGE OF UNDERGRADUATE STUDENTS RECEIVING ^ORM OF 

FINANCIAL AII^.* BY* DEPENDENCY ?TATUS, TOTAL FAMILY INCOME. AND. 
' LEVEL- -4ND CONTROL OF INSTITUTION: ACAQEMIC ^YEAR 1978-7<9i/ ' 







1 k « 












" ALL 


Institutional tevel an^ Control 






SCHOOLS 


4'-Year 


/ M It 1 




'2-Year 


, Propri-* 






Public . 


Private 

^ — 


.Ppblic, 

* . * 


' Private 


fetary 


r< . — 7-7-" ■- 

ALL STUtlENTS' 


43 


43 - 




• -31 V 




. 65 ^ 
( 


Dependents 
















80 


84 ■ * 


. 90 


- 65 . 


• 74 


94 


$6-; 000-$ 11; 999 


■ /74 


73 ' . 


76 • 


77 




.'71 ■ 


$12^000-$17,'999 


57 


59 


78 " 


28 


V55 


- . ' 72 


$18, 000-$ 24, -999 


42 


37 


- 66 


23. 


• ; '43 


•54 • 


' . $25,0OO-$29,999 


' 33 - ^ 


-28 


58 


12 


39 


51 


, ' $30,000 or jaore 


17 


U 


28 


U 


25- 


, 19 

» 


Independents 


* 40 




.57 


30. 


51 ' 


67 


• • • 

^outpft-i - Student Survey 










1 



— 'T9tal taxable and nontaxable income. 



^ABLE 5.2:/ PERCENTAGE OF UNDERGRADUATE 'STUDENTS RECEIVING AIJY FORM OF ill. S. 

OFFICE OF EDUCATION B^JNMD. FINANCIAL AID, BY DEPENDENCY STATUS, 
.TOTAL FAMILY INCOME, AND LEVEL AND CONTROL OF INSTITUTION: 
ACADEMIC .YEAR 1978-79-^ 



A. 





ALL\ 


Institutional Level ^nd CTontroJ. 




* 


SCHOOLS 


. 4-»Year 


4-Yelr 


2-Year 


2-Year V 


Propri- 






Public 


Private 


Public 


Private 


^etary ^ 


ALL STUDENTS 
Dependents 


36^ 


36 


45 


•26 ' 


37 


63 

■y 


$0-$5,999 


76 


* 81 


85 


. ' 60 


70 


^92 


$6,0bO-$ll,999 


67 


65 


70 


70 


55 


66 - 


$12, 000-$ 17, 999 




49 


69 


* -21 


43 


66 . 


$18, 000-$ 24, 999 


^7 


.21 


47 


10 


■ 31 


51 


$25,000-$29,999 


2i . 


18 


40 


3 


16 . 


44 


$30,000 or more 


-8 


5 


16 ^ 


1', 


11 


14 . 


Independents ^ 


37 


42 


47 


28 

-A— 


43 


66 



Source i Student Survey • 
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It^an be seen^.ia T;able 5*3 that the. Basic Grant, which an 
feat i flejjietit^ Jiased; upon a rigid need .analysis formula,' is clearly directed 
toward the neediest students. In fact,\^9 percent of all dependent 
'jltudenCs with incomes lefs than $6,^^00 were'^BEOG recipients. For 
independent students, about one-third participate in the BEOG program. 
Ita? terras of variations across type and conCyol of institution attended 
(Table 5.4), a munber of interesting relationships can be noted. First, 
, the hjghes^ participation (slightly over 5lK) is /ound in the proptietary 
^choojs, wit^ the remaining, trac^tional institutions e^j^^iting an n 
appfdximately equal rate — k bit above one-fourth. This is probably due 
to the greater ^dependence and emphasis placed upon ^ this source of 
financial aid in thfe proprietary sector. Second, where one- would expect 
to find a sim^ilat concentration of needy stiident5,«<--in the 2-^year public 
s^tor, the lowest r,ate qf participation in BEOG is found instead, ^n 
thi-s case, the observed outcome is .probably due to^.an interaction Jjetween 
the low cost of these institutions, the *BEOG $200 minimum, '-and the BEOG 
half-cost limitatipn'. ' ^ 

Turning to the SEOG program, it can be seen in Table 5.3 that thfi 
highest rates ^f paVticipation, as expected, are iound amopg lower-income 
students. The concentration is mo&t .den^e in 4-year private schqpls and 
proprietary schoola(^ presumably due to the hi^ costs associated wi'th 
these institutions which allow:? higher proportion of students to 
qualify undep the "exceptional need" provision of the SEOG program. 

The Collegfe Work-Sfcudy Program (CWS), on the other hand, does not 
have quite the impact oi^ students at proprietary schools due largely to 
the restrictions against employpent in a profit-making setting. Students 
at 2-year institutions, both private and public, receive CWS award^ in ^ 
the greatest. proportion, whilB students at 4-year institutions receive 
CWS awards in a slightly lowjer' propjorti^n than the mean for all student^. 

The most widtfiy available form of financial assistance in 1978-79 was 
the BE(5G with 29 percent of a A undergraduate students receiving this 
form of assistance. This is followed by state grants (151) National 
Sirect Student^ Loans (12%), College Work-Study Cll%), and Supplemental 



Educational Opportunity Grants CsX) , The way in which this participation 
varies by family iheome level 
played in Tables 5.3 and 5.4. 



• varies by family iheome level^ and type of Ur\:^stit;ution attended is dis- 



TABLE 5.^J PERCENTAGE- OF ALL POSTSECONDARY UNDERGRADUATE STUDENTS RECEIVING 
* PARTICULAR FORMS OF' FINANCIAL'^ ASSISTANCE , BY TOTAL FAMILY INCOME 

AND;:|JEPENpENCY STATUS: ACADEMIC YEAR 1 978-79 



Total ^Family Incoiae and Dependency Status 



ALL , 
STUDENTS 



Dependen&s 



.-^0- $. 6,Q00-' $12,000^. $18,000^ $25,000- $30,000- 
$5,999 $11,999 $17,999 $24., 99^'- $29,999 or More 



All 

-Independents 



BE06 


29 


79 


62 


33 


^ * 10 ' 


5 


1 ■' . 


32 


SEOG*' 


9 


21 


16 


•*11 ■ 


4 


• 2 


0 


10 • 


NDSL /• 


12 


19 


22 ; 


21 


13 


6 


2 


11 


CWS . 


11 


25 


23 


17 ■ 


' • 10 


' 6" 


3. 


9 


State 


15 


31 


30 


26 


17 * 


If 


5 


9 ' 



Source: 
TABLE 5, 



St^&Ot Survey. 
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PERCENTAGE OF ALL POSTSEGONDAR^ UNDERGRADUATE STUDENTS > 
RECEIVING PARTICUIAR FORMS OF FINANCIAL ASSISTANCE BY LEVEL 
AND CONTROL OF INSTITUTION: ACADEMIC YEAR 1,978-79 * 



> 

f 




- ALL 
SCHOOLS 


InstitUjtional Lg 


S[al and 


Control 




4-Year 
Public ^ 


4-Year y 
Private/^" 


•^rYear 
Public, 


2-Year 
Private 


. Propri- 
etary 


BEOG 




29 


29 


^7/ ' 


26 


28 


53 


SEOG 




9, 


9 


' 13 . 


5 


5 


14 


NDSL 




12 . 


13 




23 • 


7 


20 


CWS 




11 


10 


8 


22 ' 


16 


State 




15 


16 


7 


'27 \ 


12 


10 



Source: Student Survey • 
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Table 5.3 also shows clearly that the vast majorit]^ of state 
.financial assis'tJ^ce is directed at students with the greatest neea. , 
However, for some reiason, independent students seem to 'be excluded from 
receiving state gtants in many cases. A possible reason for 'this is the 
use of various local definitions of "independent^' status. This results 
in some students, who are considered to be independent for Federal 
purposes, having their state aid eligibility judged on their parents' ^ 



/ 



\ . 2 
income, as if they were dependent^ 

»> 

Table 5'.5 (A through E) illustrates the distribution of Federal 
.student aid funds by income level and dependency status* Before 
examining them, however , it should.be noted that the data in these tatles 
were obtained from student financial aid records. In attejipting to 
collect this information, site visit personnel encountered some student 
aid files which were incomplete, disorganized, or some cdtabination of the 
two. Therefore, those students whose family income level or dependency^, 
status could not be determined from their files are included under the 
heading "unknown." 

\' . ^ ^ ^ 

Beginning with the Basic Grant program, Table 5.5A shows- the results 
of an aid program which adheres to ^a strict method of determining studept 
eligibility, i.e., BEOG dollars are clearly targeted toward those in^he 
three lowest income" categories . In fact, , 50 percent of BEOG dollars' are 
awarded to dependent atudents with family incomes below $12,000, y 'group 
which comprises about 1^ percent of all undergraduate students. / 
Independent students, however, receive nearly one-third of the funds, but 
this is less than their representation in the total population. With 
regard to average BEOG awards, a curious dip is shown for those dependent 
students from families earning between $18,000-$24,999. The $532 average 
BEOG award for these students is at least $170 lower than the ^average 
award in kny other income category. This table' also reveals that 
although Basic Grants are awarded ajostly to'* students from > lower -income ' 



2/ 

-'New York State, for example, requires students to l>e 23 years of age 
before they can be cp^isidered to be independent. 
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ESTIMATED PERCENTAGE DISTRIJUTION OF. FEiDfii^ STUDENT FINANCIAL 
ASSISTANCE PROGRAMS FOR UNDERGRADUATE STENTS BY FAMILY INCOME 
AND DEPENDENCY STATUS: ACADEMIC YEAR l^ti8-79 



Total Recipients Total Awards i^ visrage Award PERCENTAGE 



(Percentage) (Percentage) ;il!lC Do liars) ALL STUDENTS 



A. BASIC sducational'^portunity 



PROGRAM 



ALL STUDENTS 



100.0 



100.0 



Dependents 


■ ■ ■ . 


V- 






$0-$5,999 


20.2 ' 


■23.6 ' 


/l089 ' 


5.5 


^$6, 000-$ 11,999 


24.6 


26.2 ; 


996 


8.4 


$12, 000-$ 17, 999 . 


... 14.1 


5 10.7 


.702 


11.7 


$18, 000-$ 24, 999 


3,7 ^ 


2.1 


532- 


13.5 


$25,000-$29,999 


. . oU 


0.3 ' 


704 


y 6.0 


$30,000 or iliore 


0.1 


0.1 -. , 


739 


' 16.4 


Indep^dents 

■ <^ 


. ,31 -3 


31.2 


927 


38.4 


Unknownl./ , 


5.6 

ft 


5.7 ( 


- 





ALL' STUDENT? 



100. 0 



100.0 



SUPPLEME^AL EDUCATIONAi; OPPORTUNITY cilANT' PROGRAM 




Dependents, . 


* 

... i 




.1 . 




$0-$^999 - 


16.9 - 


' ?15.9 


1 • 596 


5<5 


$6,.000-$11.999 -i^i 


20.5 


19.1 


{ 592 


8.4 


$12, 000-$ 17, 999 


17.6 


■. 17.5 


' . 628 


11.7 


$18,0C0-$24,999 


9.6 


- - 9:8' 


650 


13.5 


$25, 000-$ 29, 999 


1.9 


1.9 


635 


6.0 


$30,000 or more 


0.7 


0.6 ^ 


560 


16.4 


Independents 


29.9 


32.7 


693 


38.4 


Unknown!/ 


2.9 


2.5 







Source: Student financial aid rfecords. 

J-^Studen^ of unknown dependency status and/or income level. ,^ 
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TABLE 5.5; ESTjjJ&TED PERCENTAGE DISTRIBUTION OF FEDERAL STUDENT FINANCIAL 
•ASSlftANCE PROGRAMS FOR UNDERGRADUATE STUDENTS BY FAMILY INCO^fE 
> 'and DEPENDENCY STATUS? ACADEMIC YEAR 1978-79 (continued) 





Tojtal Recipients Total Awards 
(Percentage) (Percentage) 


Average Award 
(Dollars) 


PERCENTAGE *0F 
ALL STUDENTS 




NATIONAL DIRECT 


STUDENT LOAN PROGRAM 




ALL/ STUDENTS 


100.0 


100.0 






$0-$5,999 
$6, 000-$ 11, 999 
$12,000-$ 17 ,.999 
$18, 000-$ 24, 999 
. ' $25 J 000-$ 29 , 000 . 
$30,000 or gjore ' 


10.4 
16.5 
18.9 
15.9 
'3.9 
2.0 


• 9.3 

* 14.4 
16.9 
16.9 

4a 

2.0 


712 
• ^704 
724 

834 ^ 

820 

746 


/5.5 t 
^8.4 ^ 
11.7 
•13.5 
6.0 
16.4 


Independents 


26.4 


..30.2 ^ 


951 


38.4 ^ . 


Unknpwnl^ 


6.0 


' V 6.7 ; 







ALL STUPfeNTS 
j Dependents 



'■D. COLLEGE W0RK--5ttn)Y PROGRAM 



100.0 



;160. 



$0-$5,999 


16.3 


16.3 


$6, 000-$ 11, 999 


18.0 ' 


17.5 


$12,000-$ 17, 999 


16.9 ' 


15.6 


. $18,000-$ 24, 999^ 


13.2 


12.3 


$25,000-^29,999. 


3*8 


• 2.9 


$ JO, 000 or iaoije / 


1.9 • 


1.6° 


Independents 


22.7 


27 j3 


Unknowni:/ 


7.2 I 


' 6.5 



848 
322 
780 

791 
♦652 
696' 

1018 



5.5 
8.4 

11.7 
13.5, 
6.0 • 
16.4 

38.4 



Source: Student financial aid^ records. 

^^Students of uisfenown dependency status and/or income level. 
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TABLE 5.5s ESTIMATED PERCENTAGE DISSRIBUTION OF .FEDERAL STUDENT FINANCIAL 
, ASSISTANCE PROGRAMS FOR UNDERGRADUATE STUDENTS BY FAMILY INCOME 
AND DEPENDENCY STATUS: ACADEMIC* YEAR 1978-79 (continued) 



Total Recipients Total Awards Average Award PERCENTAGE OF 
- (Petcentage) (Percentage) (Dollars) ALL STUDENTS 





UNDUPLICATED 


CODlfe-FOUR FEDERAL PROGRAM 


• 


' ALL STITDFNTQ 


inn n 


100. 0 


— ^ 




Dependents 






* 


5.5 

8.4 
11.7 . 
13.5 

6.0 * 
16.4 


$0-$5,999 
> $6, 000-$ 11, 999 
$12,0O0-$'17,999 
. $18, 000-$ 24, 999 
, $25,0O0-$29,999 
$30,000 or more 


16.8 
20.6 
14.7 

9.1 
.2.3 

1,1 


18.4 
21.4 
' 13.8 * 
7.v8 
^1'.7 
0.8 


1587 
1498 
1347 
. 1244 
' 1089 
1005 


Independents 


28.7 


30.3 


1526 


38.4 


Unknown!/ , 


6-.7 


5.8 







-Source: S^dent financial aid records. 

l^Students unknown dependency status and/or income level. 
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hViuSeholds, the oeed analysis formula is flexible enough to take into 
account'^actprs aside from income (e.g», family size and assets) in 
Calculating the elig4.bility students from certain upper-income- 



households, 



The way in which SEDG funds are distributed (Table 5.5B) indicates 
thatf Che program has be^n able t^^^each out to students across a wider 
spectrum of income levels * than the BEOG program. While thfe 'ma jority of 
SEOG dollars are funneled to* student^ from families with incomes under 

•$18,000, almost 10 percf'eilt of SEOG funds are allotted to students from* 
families whose incomes range between $18,000 and $24,999. Again, even, 
though independent siudents. claim approximately one-third of the avail- 

i^e funds, they are still underrepresented. The average SEOG award 



is relatytvely^'consistent except that the average for independent students 
is ffignif icautly higher. This may indicate that aid officers are using 
their /SEOG funds to assist those students with higher-than--average costs 
of e4ucation (i.e., academic year budget). In general, institutions 
app^ear to be attempting to spread their SEOG money^ around to the videst 

n^imbier of students* ^ 

/ 

/. The self-help components df the Campus Biased aid programs^ National 
Direct Student Loans and the College Work-Study Program^ show slightly 
different ^distribution patterns from the SEOG and Basic Grant programs. 
To begin with, the distribution of NDSL funds (Table 5.5C) exhibits a 
pattern which most closely approximates the distribution of all 
students* The majority of the funds ar^e awarded to students from 
families with incomes below $24,999^ with independent students again 
receiving a d;Lsproportionate one-third share of the awards* Signifi- 
cantly'^ a^'smaller proportitsn of the neediest students ($0-$5,999 family 
income) receive NDSL loans than their counterparts in the next three 
highest income brackets. The average NDSL award for dependent students 
ranges from $704 to ^^^^ highe^ averages being noted for 
students froin families with the highest incomes. This suggests that 
financial aid officers mi^t be awarding NDSL funds in* accordance with . 
their perception of students' ability to repay* Independent students, 
however, face the greatest NDSL burden, averaging $951 per recipient* 

^ . jpe distribution, of dollars in the College Work-Study Program is 
spread quite evenly among tfie lowest four income categories of dependent 
student^. As 'Table 5*5D indicates, almost tro-thirds of CWS awards are 
distribut^ed to dependent students from families whose incomes are below 
$24,999* The average awards for these students generally increase 
inversely to the income level of the student's family. As with the NDSL 
awards, eligible independent students are, on ^erage, forced to bear 
more hours of employmenlMjfehroughout the academic year than ir 
dependent count;erpart^^H^ 



Finally, Table 5*5E provides the unduplicated distribution of Federal 
student assistance^ i^^^f the actual, number of Federal aid recipients 
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regardless of whether they^ received aid from one or mpr^ sourpes". The 
patterns which have been noted above are reemphasized here. In line with 
the need-based^ awarding of these fimds, the average total of Federal 
assistance which students receive decreases inversely, to the level of 
family income, with students from families with incomes below $12,000 
receiving the greatest proportion (42 •31) of Federal aid. Independent 
students receive, a relatively hi^t^^erage student aid award j but as 
previous data i)ave shown, a largerf portion of these awards are ccsnprised 
of self-help support* 

Patterns of Aid Distribution to Institutions 

Although the Federal student aid programs are designed primarily Co 
provide students with additional financial resources. Table 5.6 
(A through E) indicates that these ^>rograms also indirectly provide funds 

to the institutions these students attend. 

« 

In examining the first table (i.e., Table 5.6A), one can clearly see 
that the distribution of BEOG -recipients is closely in line with the 
overall distribution of postsecondary students. 'What is interesting 
'here, however,^ are the differences between the distributions of BEOG * 
recipients and BEOG dollars that is th^ result of both differences in 
cost-c/f attendance and the so-called halT-cost limitation. For example, ' 
the petcentage of awards fiinneled to the generally low-cost 2-year public 
schools is lower than the percentage of recipients (25. 6Z vs. 29.22) at 
these institutions; at the higher-cost private 4-year and proprietary 
schools, the trend is reversed (17. 7Z vs. 20.8Z, and 8.8Z vs. 10^12). 
The drop in available funds at 2-year public schools may also reflect the 
number of part-time students who attend these schools and receive reduced 
BEOG awards due to their less-than-full-time s.tatus. 

Turning now to Table 5.6B, it is apparent that the nature of the ^EOG 
proar^T^and the regulations which govern individual SEOG awards, do much 
t^ determine the distribution of SEOG funds. Supplemental Educational 
Opportunity Grants are intended for students who can demonstrate 
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TABLE 5.6: ESTIMATED PERCENTAGE' DISTRIBUTtON Of FEDERAL STUDENT FINANCIAL 

^ ' ASSISTANCE PROGRAM? FOR UNDERGRADUATE ' STUDENTS , BY LEVEL AND 

, CONTROL OF INSTITUTIONS ACADEMIC YEAR 197^-79 



Total Recipient 8 Total Awards Avterage Award PERCENTAGE OF 
(Percentage) (Percentfkge) (Dollars) ALL STUDENTSl^ 





A. BASIC 


EDudillONAL 


OPPORTUNITY GRANT PROGRAM 




"ALL SCHOOLS 




100.0 


100.0 




» 

100.00 

If 


, PUBLIC: 


* 










4-Year 




42.2 


41. 0 


902 


Q 

JO • 7 


2-year 




29.2 

• 


25.6 




in 7 


PRIVATE: 




Ik 




* 




2-Year\ 




17.7 


20.8 


1091 






> 2.1 - 


2.5 f 




1 1 


^^^^^^^ * 




8.8 


10.^1 


1072 

• ■ / 


11.0 


B. 


SUPPLEMENTAL EDUCATIONAL OPPORTUNITY 


GRANT PROGRAM 




ALL SCHOOLS 




lOo'.lT^ : • 


100.0 




100.0 . , 


- PUBLIC: 










* 


4-Year 


% 


38.4 


' 38.2' 


631 ' ' 


38.9 


2-Year 




. 17.4 


16.2 




30.7 


PRIVATE: 












4-Year 




29.1 


. '30.4 ' 


^65 


18.1 


2-Year 




2.3 


1.6 


432 


1.1 


PROPRIETARY 




12.8 


13.6 


' 674. 


• 11.0 



Source: Student: fiuancial aid records • 

-i'Data obtained from National Center for Educat ion Statistics* Full 
Enrollment in Higher Education ^ 1977. 




TABLE 5.6s 



ESTIMATED PERCENTAGE DISTRIBUTION OF FEDERAL STUDENT FINANCIAL 
ASSISTANCE PROGRAMS FOR UNDERGRADUATE STUDENTS, BY LEVEL AND 
CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-79 (continued) 



' ALL SChSoIs 

PUBLIC: 
4- Year 
2-Year 

PRIVATE: 
4-Year 
2-Year 

i 

PROPRIETARY 



Total Recipients Total Awartis Average Award PERCENTAGE OF 
(Percentage) (Percentage) , (Dollars) ALL STUDENTSi/ 



C. NATIONAL DIRECT STUDENT LOAN PROGRAM 



100.0 



43.3 
$.2 



» 



36.1 
1.5 

9^9 



100.0 



39.6 
7.7 



39.0 
1.5 

12.2 



744 
6d4 



878 
•678 

1008 



100.00 



38.9 
30.7 



18.1 
1.1 

11.0 



D. COLLEGE WORK-STUDY PROGRAM 



ALL SCHOOLS 

PUBLIC: 
4-Year 
2-Year 

PRIVATE: 
4-Year 
2-Year 

PROPRIETARY 



100.0 

U 

35.5 
23.7 



36.4 
4.1 



0.3 



100.0 



37.2 
26.2 



32.8 
3.4 

0.4 



885 
934 



761 
700 

1166 



100.0 



38.9 
30.7 



18.1 
1.1 

11.0 . 



Source: Student financial aid records. 

i'^^Data obtained fropi National Center'^oa -Education Statistics, Full 
Enrollment in Higher Education , 1977. , ~ 
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TARLK 5.6: 



ESTIMATED PERCENTAGE DISTRIBUTION OF FEDERAL STUDENT FINANCIAL 
ASSISTANCE PROGRAMS FOR UNDERGRADUATE STUDENTS, BY LEVEL AND 
CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-79 (continued) 



Total Recipients Total Awards Average Award PERCENTAGE OP 
(Percentage) (Percentage> (Dollars) ALL STUDENTSi/ 





miDUPLIGATED COUNT-FOUR FEDERAL PROGRAMS 




ALL SCHOOLS 


loo.tf ■ 


S 

100,0 






* - 100.00 


. PUB^C: 
















40.1 




1409 . 


38.9 


2-Year 


25.4 


20.9 




1189 • 


30 ."7 












A 


PRIVATE: 












4-Year 


23.4 


21, k 




. 1694 


18. i:^ 


2-Year 


2.4 


2.3 




1392 


1.1 


PROPRIETARY 


7,8 


9.3 




1709 


n.o 



Source: Student financial aid records. 

l/Da ta obtained from National Center for Education Statistics, Full'^ ' 
Enrollment in Higher Education , 1977.- - . 

"excfiptxon|i need" which, as defined in the regoiations, is dependent 
upon the axoount of other aid the student, is receiving, i.e., SEOG cannot 
exceed the total of all other financial assistance. One would, there- 
fore, expect. the diftribution of SEOG recipients and awards to reflect 
both the distribution of finibcially needy students (e.g., family wealth 
aii4/or educational cost) and the relative differences in an institution's 
ability to "match" SEOG awards. As shown in the data, approximately 
two-thirds of both the recipients and ^he" awards are concentrated in the 
4-year institutions. Since li-f&ax schools are more likely to participate 

in the Campus Based programs, and thus have the resources to meet this 

« 

matching requirement, this akewness is not surprising. In addition, the" 
hi^ cost of attending 4-year private schools contributes to the 
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relatively hig^ le^el of SEOG awards at these schools. As a final note, 
the extraordinarily low average of SEOG awards "at Z-year private schools 
should be reviewed with some skepticism. This is largely a result of^ the 
small number df these cases from which data Wjere gathered. 

\ , ^ ' ' 

^ The distribution of recipients of National Direct Student Loans is 

primariJity a functfton of the administrative ability of institutions which 

students attend* That is, due to the high work burden which the NDSL 

program imposes on participating, institutions, not all schools c^n,^or 

wish to, devote the resources which must necessarily accompany their 

j^rtic^atiotXp According^/^, Table 5.6C*clearly indicates* that, the vast 

majority Qf'JJDSL dollars and recipients are located at the 4-year 

institutions^. Interestingly, those proprietary schools which distribute 

NDSL loans do so at a si^ificanMy higjier amount than all other schbols 

* * _^ ' * ^ » 

($]LrOP8 per recipienc). This is likely due to their high'cost and their 

limited ability to. offer other kinds of ptudent assistance. Pour^year 

private schools also aw^rd higher amounts of loans than other schools 

($878) which, agaih, showjs the influence of high-cost schools on 

students* loan burdens. *' ^ ^ ; 

The other half of the self-help component of the Caippus Based 

program* , the College Work-Study Ffogr am, is utilised by institutions in 

varying degrees. Nearly all (95.615) of the tota^ pool of CWS rercipients 

are found in 4- an4 2-year public schools and the 4-year private 

schools. These schools have found it to their advantage to request as 

r 

much CWS funding as they can from USOE since, for many institutions, CWS 

workers provide a ready resource of subsidised labor which can be used to 

support a wide variety of campus programs and activities. The limited 

number of CWS eligible employment opportunities at proprietary 
3/ . 

schools— results in a low rate of participation in the CWS program. 
The average work^study award at publit schools appears to be higher than 
those at private schools despite their generally lower cost of 



3/ 

—'Students receiving CWS monies cannot be employed with^ prof it-making 
organizations. . 
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attendance. This may result in students at public schools having a much 
greater proportion of their needs met through work-study coBmitiaents than 
from deferred earnings (i.e., loans). ' - 

Table 5.6E sunaaarizes the unduplj.cated distribution of Basic Grant ^ 
and Cdfflpus Based student aid by type* and level of institution. Although 
the table presents no new information (when viewed in context with 
Table 5.6 (A through D)), it does illustrate some of the basic results of 
the Federally financed student aid programs. The most evident result is 
that privately controlled iE&titutio"hs (including proprietary schools) 
receive a |iigher proportion of the total of Federal 'student aid dollars 
than do publicly supported schools, when viewed in terms of thp overall 
distribution of all Federal aid recipients." At 4-year and 2-year public 
institutions the percentage of total awards is less than the . percentage 
of total recipients, while at 4-year private and proprietary schools this 
trend is reversed? 2-year private schools show virtually no difference 
between the percentages. Examining the average awards per recipient/ 
reveals that the Federal government is subsidizing students at 
proprietary schools at a higher rate than at any other type of 
institution. 

PERCENIAOE OF FEDERAL AID SSCIPIENXS WHO RECEIVE OTHER FQSMS OF AID 

While the previotis section examined the distribution of Federal aid 
dollAra and recipients, this discussion focuses 6n the ways in which the 
various Federal aid programs interact both with each other ^ and with other 
forms of direct student support* As quch, the percentage of Federal aid 
^recipients who also received other forms of aid is exiamiued according to 
*the following combinations: the percentage of BEOG recipients who 
received aid from other sources, and likewise, the percentage of SEOG, 
NOSL, and CTtfS recipients who received aid from other source^^ 

BgOG Recipients * 

From an examination of the aid distribution across institutions in 
Table 5#7, -several; consistent trends can be detected • These trends are 
summarized below according to grant, loan, and work outcomes; 
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Grants 

A* » SEOG: The "percentage of BEOG recipients who were awarded 
SEOG money is greater in private schools J:han in public 
schools* At both the 2-' and 4'-year levels , private schools 
have a greater percentage of BEOG^tudents with SEOG awarda 
than their public counterparts. Indeed, the highest^ 
percentage (46) is for independent BEOG' students in 
proprietary schools followed by the 4-'y€?ar pr,ivates» This 
is due to the generally higher cost o.f these schools as 
compared to public in94:itutions, ' 

B. State grants: As with the SEOG, the perceritage of BEOG 

students fWXth state grants is higher in private schools, at 
both level's than in public schools*. The percentage is 
» ■ * 

TABLE 5.7: THE PERCENTAGE OF BEOG RECIPIENTS WHO RECEIVE OTHER, TYPfiS OF AID: 
* ACADEMIC YEAR 1978-79 . 

/ ^ 



■ ■■■ ■ ^ ' - 












% 




Institutional Level 


and Co^ntrol 






4-Year 


4-Year 


2-Year 


2-Year 


Propri- 


-s » ' ■ 


Public 


Private 


Public 


Private 


etary 




A. 


Dependent 


Students 






SEOG 


22.0 


34.2 


14.3 ' 


24.9 


28.1 


NDSL ' 


- 29.0 


■ 49.9 




23,6 


32.7 


CWS 


21.-7 


• 48.3 


32.2 


51.1 


- 1,8 


GSL 


4.3 , 


11.7 


0.8 


24.4 


18.2 


^tate Grants. 


32.9 


41.2 ' 


10. 4„ 


39.0- 


•i^ 8,5 


Institutional Grants 


l6.0 


21.5 


- 0.6 


' 17.9 


1.3 


Other Loans 


0.8 


2.6 


0.5 




3.8 


BEOG Only 


31.5 


11.6 


5a. 0 


8.1 


34.6 




B. 


Independent 


Students 







SEOG . \ 


'. 20.9 


35.4 


13.7 


16.0 


.46.0 


NDSL 1 


, B7.4 


39-; 0^*^' 


11.6 ' 


17.4 


51.0 


CWS \- 


31.3 


37.2 


18.9 


26.6 


0.4 


GSL ' . 


4.6 


12.6 


3'.4 


10.3 ■ 


9.6 


State Grants 


24.4 


29.1 


10.1 


24.3 


2.3 


Institutional Grants 


7.9 


13.8 


0.3 


2.7 


0.1 • 


Other Loans 


0.8 


3.8" 


1.2 


3.3 


2,2 


BEOG Only 


31.5 


■ — ■ 

17.0^ 


, 58.6 


33.9 


• 25.8 



Source: Student financial aid records. 
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relatively low, however, In both the proprieftary and 2-year 
public schools (less than lOX) , This can be explained, in 
part, by the existence of several state grant programs 
which provide financial incentives to students attending 
private schools (e.g., Indiana's "Freedom of Choice" 
Program and the Georgia Tuition Incentive Grant) .. ' 

C. Institutional grants: Consistent with the above findings, 
, the percentage of BEOG students with institutional awards 
is greater in private schools than in public and propri- / 
atary institutions. Institutional grants in 2-year public 
and proprietary schools are practically nonexistent while 
private institutions are able to draw upon their endowments 
and hi^er tuitions as sources of institutional *financial 
aid dollars. ^ 

Loans 

A. NDSL: The percentage of BEOG students who received NDSL is 
greater in-private schools than in public schools. At both 
the 2- and 4-year levels, private schools have a larger 
percentage of NDSL recipients than their public counter- 
parts. Proprietary schools also have a very high 
percentage of NDSL awards to students , exceeded onjy by 
4-year g^ivate institutions. 

B. GSL: Practically speaking, the percentage of BEOG students 
with GSL loans is almost nonexistent among the public 
schools. This may, however, be due to our inability to 
collect accurate GSL data from students'* financial aii 
reicords. From the available information, though,, it can be 
seen that the percentage is far greater in private and in 
proprietary schools. laatitutiona which do not' participate 
in the Campus Based ptograas (which include a large number 
of proprietary schools) would tend to have larger numbers 

' of students seeking GSLs as the only means available to 
meet educational costs. Thfe high proportion of BEOG 
recipients, who are also GSL recipients in private schools, 
indicates that the ava^i labia programs are uxutble to meet 
the full cost of education at these high-cost inatitutionW. 

C. Other Loans: As with the above loan outcomes, the 
percentage is greater in private and proprietary schools 
than in public schools. Although the relative differences 
are consistent with the above results, on an absolute 
level, the percentage of students with other loans is low. 
For all institution types, the percentage is less than five 

* percent. ' 

Work 

A. CWS: At both the 2- and 4-year levels, the higher-cost 

private schools have a greater percentage of BEOG students 
with CWS jobs than their public counterparts. Aid in terms 
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* of CWS iSf however^ practically nonexistent for students in 

proprietary schools due to the restrictions on employing 
CWS students at profit^^making organisations. 

SEOG Recipients ^ 

An examination of Table 5.8 reveals several consistent ^trends in the 
distribution of aid to SEOG recipients. These patterns are suffloarized. 
belovy again accard^ing to grants^ loans ^ and work, 

. ^ -.I'- • ■ . . ■• ' 

!• Grants ^ 

' -if . " , 

A. BEOG: The majority of students (ranging from 622^to B9Z) 

who were recipients of SEOG were also recipients of BEOG^ 

. due' likely to the. SEOG matching requirement. Although' 

there are nq major differences across institutions, there 

is a tendency for the public schools to have a slightly 



TABLE 5.8: THE PERCENTAGE OF#»SEOG RECIPfENTS WHO RECEIVE OTHER TYPES OF 



PINAN(?IAL AID: ACADEMIC YEAR 1978-79 



Institutional Level and Control 







4-Yeir 


4-Year 


2-Year " 


2-Year 


Propri- 






Public , 


Private 


P'ublic 


Private. 


etary 






A. 


Dependent Students 


• 




BEO€ 




77.2 


64.8 


88.6 


62.0 


78 ;0 


NDSL 




55.9 > 


71.0 


43.8 ^ 


33.0 


72.3 


CWS 




37.8 


63.6 


36.2 


63.9 . 


• 5.9 


GSL 




3.4 


12.8 


0.0 


37.1 


7.9 


State Grants 




32.1 


34.5 


11.1 


39.8 


6.6 


Institutional 


Grants 


8.1 


27.8 


0.0 


19.1 


3.1 


Other Loans 




0.7 


2.6' 


1.4 


0.0 


7.7 






B. 


Independent 


Students 






BEOC 




78.2 


■ 81.4 


67.5 


69.2 


85.9 


NDSL 




64.7 


56.9 


53.5 


38.8 


78.4 j 


CWS 




54.9 


60.5 


35.2 


45.4 


0.7 


GSL 




6.5 


20.1 


0.2 


or.O • 


6.0 


State Grants 




28.6 


20.8 


16.8 


17.1 


3.3 


Institutional 


Grants 


12.1 


14.0 


1.0 


7.3 


- 0.5 


Other Loans 




2.2 


6.6 


0.0 


0.0 


0.1 



Source: Studeint financial aid records « 



• greater percentage of SEOG students with BEOG grants thaa 
their private oounterparts . 

Again, this may a result of tt\f latter group ' s, greater 

.access to other sources of aid* 

. t .• • ■ ■ • 

B. "State grants! The percentage of SEOG students with state 
grants is consistejitly lower in 2-year public an^ 
proprietary schopfs than in 4-year schools -or 2-year 
private schools. la every institution type except 2-year 

^ public schools, dependent students who are* SEOG recipients 
I ^ are oore likelj^ to receive a state grant than independent 
^ SEOG students. 

C. Institutional grants; There is a great deal of variation 
across institutions in the percentage of SEOG students with 

/ iastitutionaL grants.^ As axpected, private schools, at 
both levels, tend to award a greater number of grants to 
SEOG students than their public count erjar ts . Agai^, this 
is a result of their -increased access to financial 
resources. Within private schools,. dependent SEOG 
recipients are nore likely to receive institutional grants 
than independent "^OG recipients. Finally, institutional 
grants for SEOG recipients in the 2-yeai; public and 
proprietary schools are relatively uncoianon (ransins from 
OZ to 8%). * ^ 

Loans • 

A. NDSL: The t^ercentage of SEOG students with NDSLs is 
relatively greater in the 4-yaar and proprietary schools 
than in the 2-year schools. The jsajority of SEOG students 
in proprietary. (72X to 78W and 4-year schools C56t to 712) 
ace recipients of NDSL, whereas i^ the 2-year schools the 
percentage of recipients varies fron 33 to 54, indicating 
that financial aid offices at the 4-year and proprietary 
schools «ay be atteapting to strike a balance between the 
awarding of grants and- self-^help. 

B. GSL: Across institutions, there is a wide range in the 
percentage of SEOG students with a GSL. Private schools at 
bothf*the:2- and 4-year leVels have a greater percentage of 
SEOG students Vith GSLs than their public counterparts. . 

. The percentage among public and proprietary schools is 
relatively low, ranging only, from 0 percent to 3 percent. 

C. Other Loans J The percentage of SEOG*^students with other 
loaas is basically low across all institutions (02 to 82). 
On a relative basis, however, 4-year private, and 
proprietary schools have a higher percentage of students 
with other , loans than the other institutions . 

Work ' . y ' * 

A, CWSz The ^rcentage of SEOG studerits engaged in CWS 

programs is higher in private schools than in their public 
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counterparts or in propri^ary schools* Within proprietary 
institutions there are only a very smaill number of students 
who worked through tlWS (less than 6%) du^ to the require-^ 
ment that CWS funds be used in nonprofit^ jobs. The 
percentages in private schools^ range from 38 to 64^ whereas 
in public schools* the percentages range from 35 to 55t 
This also illustrates a mixing between grants and self-help 
aid. . ^ 



NDSL Refcipients 

The percentage of NDSL recipients who received other sources of aid 
is presented in Table 5.9. Aa^ with the abov« two analyses, an exami^ 
nation of findings is presented by grants, ^loans, and work: 

1. Grants * 

^ A* BEOG: The percentage of HDSL recipients who also receive 
BEOG is consistently high across institution types. In 
every institution type, the percentage is over 50. The 
highest is in the proprietary (792) and public schools (67S 
to 702). At both the '2- and 4--year levels, public schools 
tend to have a greater percentage of MDSL/BEOG recipients 
than the private schools. ■ ' , 

* B» SEOG: The percentage of NDSL students with SEOG awards is 
rather low (32Z to 412) in every institution except in ^ 
2^ear public (60%) and proprietary schools (64Z)V 

C« State grants: Although the percentage across institutions 
is ratlier lov» there &re some distinctive differences* At 
both the 2- and 4-year levels^, NDSL students in private 
schools are more likely to have state grants than NDSL 
students in ^blic schools* The percentage in private 
schools ranges from 21 to 39, whereas the range in public 
schools is from 10 to 31* Proprietary school NDSL 
recipients are the lowest (OS to 22). It would seem, 
therefore, that students who are assigned NDSLs as their 
prime source of aid may be the "leasf" needy students at a 
given school and may not have qualified for other 
need^based aid such as state, grants • 

D. Institutional grants: The percentage of NDSL students with 
institutional grants is consistent with the results on 
^ state grants. In general, the percentage is rather low 
^ across all institution types • 
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TABLE 5.9: 



THE PERCENTAGE OF UNDERGRADUATE NDSL RECIPIENTS WHO RECEIVE 
OTHEJl TYPES OF FINANCIAL AID: ACADEMIC YEAR 1978-79 



Institutional Level and Control 



.1 



i 


4-Year 
Public 


4-Year 
Private 


2-Yearj# 
Public*^' 


2-Year 
Private 


etary 




A. 


Dependent 


Studertts 




• 1 

r 


BEOG 


61.2 


48.3 


78.7 


57.6 . 


79.3 


SEOG 


33.6 


36.2 


64.7 


*32.4 


63.3 


cws 


26.2 


52 i2 [ 


25.2 


44.6 


2.4 . 


GSL * 


5.0 


16.1 


0.3 


>7.9 


3.7 


State Grants 


30.9 


38.. 7 


9.5 


29.0 


2.0 


Institutional^ Grants 


17.7 


27.2 


0.3 


21.9 




Oth^r Loans 


0*2 


1.4 


0.0 


3.5 


6.2 

* 


NDSL Only 


11.7 . 


8.6 


3.9 


12.9 


4.3 




B. 


Independent 


v^tudents 






BEOG 


73.7 


65.1 


\ 60.9 


62.6 


79.5 


SEOG 


34.0 


41.3 


\ 56.9 


32.3 


65.5 


GWS 


43.2 


46,3 


\27.l 


32.0 


0.7 


GSL 


3.0 


17.9 


y 0.8 


0.0 


R2 


State .Grants 


27.1 


24,1 ' 


Vli.i 


20.6 


0.2 


Institutional Grants 


12.2 


24.-8 


\o.o 


20.4 


0.4 


Other Loans 


1.4 


5.4 


\o,o 

Vi^- " ■■ ■ 


26/8 


0.1 


NDSL Only 


7.9 


■■ — 

2.0 


61.4 


0.0 


9.1- 



Source.; Student financial aid records. 
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2. Loans ' 

A. GSL: The percentage of NDSL recipients who were also GSL 
borrowers is very low across institutions. The percentage 
is less than 8 percent in every institution type except the 
high-cost 4-^ear private schools (17X)* This represents a 
significant munber of students who are assuming a dual loan 
burden * 

B. Other. loans: As with the results on GSL, the percentage of 
ND^ students with other ioans is very small in every 
institution except for independent students in 2-year 
private schools (27Z), possibly due to the unavailability 
of other aid sources. The percentage in the remaining 
schools is leas than six percent. 

3. Work 

A* CWS: The percentage of NDSL students engaged in CWS ' 

programs range iT<xi I to 52 percent across institutions. 
The lowest percentage occurs in proprietary schools (IZ to 
2Z) f whereas the remaining NDSL students vary fraa 25 to 52 
percent. At both levels, private schools have a greater 
percentage of students engaged in CWS than their public 
counterparts. This may reveal that a number of 
institutions are trying to split students* self-help 
. between^ loans and work. 

♦ 

CW^ Recipients 

Table 5.10 displays the percentage of CJ^S recipients who received 
other sources of aid. As in the £^bove descriptions in this section, the 
results are sumoariged below^ 

1. Gr^ts 

A. BEOGs The majority *of CWS recipients are also recipients 

of BSOG. The percentage across institutions ranges from 35 
to 85^ Public and proprietary schools tend to have a 
larger percentage of CWS students with 3E0C money than do 
CWS recipients in private schoc^ls. 

Br. SEOG: The percentage pf CWS recipients who are also SEOG 
^ recipients is rather consistent across institutions except 
in the proprietary schools. This deviation among 
\ » proprietary students is, however, a result of the very 

' ^all ntonber of such students in the sample. 

C. State grants: Although the percentage of CWS students with 
state grants is consistently low (OS to 3315), there are 
distinct differences across the institutions. Four-year 



X^LE 5.10: .THE PERCENTAGE OF UNDERGRADUATE CWS RECIPIENTS WHO RECEIVE 
. ( OTHER TYPES OF FINANCIAL AID: ACADEMIC YEAR 1978-79 



4 


* 




Institutional Level 


and Control 








4**Year \ 


4-Year 


2-Year 






• 




Public , 

_ L 


Private 


Public 


Private 


tary 








Dependent Students 






BEOG 


• 


69,9 


\ 54.5 


85.2 


55.0 


73.3 " 


^ SEOG 




34.7 


37.9 


15.5 


27. 6 


86.0 


NDSL 




39.9 


^ 60.8 


7.3 


19.6 


40.1 


6SL 




6.4 


\ 17.4 


0.5 




14.6 


State Grants 




31.4 


33.2 


9.8 . 


32.4 


8.8. 


Institutioaal 


Grants 


15.0 


\ 32.0 


0.0 


25.0 


5.7 


Other Loans 




0.5 


' 3.2 


0.4 


1.2 


0.0 






A Q 


3.6 


12.1 


4.9 


> 

0.0 






B. 


IndelpendenC Student^ 






BEOG 




76.1 


73.9 


76.9 


. 83.2 


83»0 


-SEOG 




35.7 


- ,'52.2 


29.1 


32.9 


68.6 


NDSL 




53.4 


55.1 


21.1 


27.8 


78.5 


GSL 




5.5 


21.5 ' 


0.6 


9.2 


0.0 


State Grants 




25.3 


18.9 


11.9 


24.1 


0.0 


Institutional 


Grants 


11.6 


20.8 


0.6 


11.5 


0.0 


Other Loans 




1.6 


6.6 


0.0 


3.5 


0.0 



CWS Only ^ 5.8 0.6 4.1 5*9 5.5 

Source: Student financial aid records. 



schools and 2-year private institutions have a relatively 
higher percentage o£ CWS students with state grants- than 
2-year public or proprietary schools. 

D» Institutional grants: CWS students in private schools at 
both the 2- and 4-'year levels are more likely to be 
recipients of an institutional grant than CVS students in 
public schools, the percentages in private schools range 

I 
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from 12 to 32, whereas the range in pu]i>lic school s/is 0 to 
15 ♦ Institutional grants are also rare in proprietary ^ ). 
schools (OZ to 62^. This finding is consistent \/ith 
' previous results which seem to indicate that private 

schools have greater financial resources; thus, They ^ 
provide more institutional grants » ^ 

2. Loans 

A* NML: There is a great deal of variation across 

institutions in the percentage of CWS students with a 
NDSL. The percentiges range from 7 to 79. At both the 2- 
and 4-year levels, private schdols have a greater ^ 
percentage of students with. a NDSL than their public , 
counterparts. Aclr^s institutions, the highest* percentage 
occurs in proprietary and A-year schools, while the lowest 
is in 2'ryear schools (72 to 28Z). 

B. GSL: Oal]^ a small percentage of CWS students obtain GSLa. 
The percentages ranges from 0 percent to 45 percent. CtfS 
students in private and proprietaxry schools^ are more likely 
to receive GSLs than corresponding students in public 

r schools due mainly to their hi^^er educational costs. 

C. Other Loans J The percentage of students with other loans 
is extremely low across institution types. Indeed, in 
2-year public and proprietary sdhools t;here are no CWS 
students with other loans. At both the 2<- and 4^ear 
levels, the private school students tend to utilize other 
loans more t^an public school students. 

DISTRIBUTION OS" FEIffiSAL FIMNCIAL AID BY GENDER, ETHNICITY, AGE, ABILITY, 
AND YEAR IN SCHOOL 

Through the other sections of this chapter, we have attempted to . 
describe the general patterns of Federal aid distribution using two of 
the most cotaoionly used variables-^family income and institution type. In 
this section, the distribution is further examined using factors such as 
gender, race, and age. In accordance with the equal protection 
provisions of United States law, these factors should not influence the 
types or amounts of aid which students receive. ^ 

Table 5.11 (A through E) outlines the percentage distribution of 
students receiving Basic Grant and /or Campus Based aid according to 
gender, ethnicity, age,, year in school, and region. Also included is an 
'^unduplicated count" of students receiving any of these four forms of 
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TABLE 5.11: THE DISTRIBUl^ION OF FEDERAL STUDENT AID FUNDS TO UNDERGRADUATE STUDENTS BY ETHNICI'^Y, AGE, YEAR 
IN SCHOOL, Apjg REGION? ACADEMIC YEAR 1978-79 



STl 

CKAR ACntRISflCg 




Percent 



Average 
Averd 



ntet 
J^CMtionel 

GrenC 



lletioQ^l 
Direct 
Student 
Loen 



College 

Hork 
Study 



UndupHceted 
Count 



Percent 



Average 

Atferd 



P.erceat 



Average 
Award 



Percent 



Average 

Averd 



Average 
Percent Avard 
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Overall 
pottaecon^ry 

Sttident 
Dietri butio n 

Percent 



Kale 
Feaiale 

TOTAL i/ 


39.6 
60A 


914 
•939 




42.71^ 
57.3 
100.0* 


620 
647 


47.8 
52.2 
100,0 


837 
790 


42.8 
57.2 
100.0 


812 
871 


42-5 
57*5 

lob.o 


1447 
1492^ 


44.3 

ioo.o 


ETHHICITV 

AMrican Indian 
or 

Ateekan Kative 




1029 


/ 


2.4 


680 


♦ 

KO 


' 762 


2.3 


827 


2.5 


1532 


2.7 


Asian or' 
Pacific Itlander 


3.2 


874 




4.4 . 


663 


3.7 


851 


2.3 


993 


3.1 


1600 


2.9 


8 leek * y; 

(Hat nimpmnic^ 




1006 




34.7 s 


630 


' 30.1 


^^'776 


35.3 


880 


29.8 


1776 


26.6 


Hiapanic /' 


IS.8 


83d 




10.7 


667 




756^ 


6.6 

, / 


lOOO 


14.2 


1215 


12.5 


White 




y 902 




47^9 


655 


59.7 


846 


53.6 


339 


50.5 


1473 


55.3 


(Hot KUpanic) 
TOTAL* 


100.0 






100.0 




I 

100.0 




100.0 




lOO.O 




100.0 



Source r U.S. iur eau of the Cenaua* 

1/ Not ell pArceotage colueme vlll total IDOX di^ to rocmding. 
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TABLE 5.11: 



THE DISTRIBin-ION OF FEDERAL STUDENT AID FUNDS TO UNDERGRADUATE STUDENTS BY ET^^NrCITY 
m SCHOOL, AND REGION: ACADEMIC YEAR I978779 (Continued) 



, AGE, YEAR 



STtlOeNT 
CHAMCTCMST ICS 

* C AGS 



Opportunity 
Or«Qt 



SuppiMMQtAl 

Opportunity 
Grant 



HatioMl 
Direct 
Student 
Loan 



Percent 



Average 

Award 



Percent 



Average 

Award 



Percent 



Average 
Award 



College 
Work 
Study 



Undupl icated 
Count 



Percent 



Average 
Award 



Percent 



Average 
. Award 



Overall ' 
Poataecondary 

Student 
Platribution 

Percent 



Under 19 * 


1*3 


881 


1.2 


434 


0.9 


606 


0 Q 




1 . A, 


t tiy 
14 


1 f 
I.I 


19-20 


36 »2 


927 


43.7 


618 


41,2 


748 


44.0 


766 


38.0 


1469 


38.5 


21 - 22 


2^.2 




9ft ft 
tfeO.e 






oil 


31 .6 


859 


29.5 


1482 


,10.5 


23-24 


10,4 


929 


10.1 


726 


11.8 


864 


9.5 


928 


10.9 


1496 


10.9^ 


25-34 


17*2 


926 


14.6 


710 


13.9 


933 ^ 


10.7 


1017 


15.6 


1513 


14.6 


35-44 


4.0 


915 


2.6 


631 


2^2 


773 


2.5 


1171 


3.4 ^ 


1443 


3.1 


^ Over 44 


1.7 


887 


0.8 


639 


0.7 


810 


0.8 


1064 


1.4 


1237 


1.1 




100.0 




lOO.O 




100.0 




100.0 




100.0 




100*0 


D % YKAtt in SCHOOL 
























Preahaun/lat ¥r. 
























Voc Tech 


44.0 


914 


49.2 


626 


39.5 


794 


37.7 


769 


42.6 


1431 


42,1 


Sopho«ore/2tKi Yr. 






















Voc Tech 


2S.4 


920 


24.7 


625 


- 24.7 


767 


30.2 


* 880 


27.8 


1448 


27.1 


Junior 


IS.2 


966 


15.3 


643 


18.2 


815 


17.2 


895 


15.8 


1569 


J*, 3 


Senior 


11. S 


960 


9.6 


668' 


16.3 


918 


13.5 


884 


12.6 


1591 


13;3 


Other 


0.8 


957 


1.2 


706 


1.3 


904 


1.5 


1192 


1.2 


1572 




TOtALl/ 


100.0 




100.0 




100.0 




100.0 




lOO.O 




« 100.0 


























Meat 


26.7, 


887 


35.7 


667 


29.0 


876 


22.4 


976 


26.2 


1573 


26.4 


Soiftheaat 


24.2 


943 


17.7 


560 


13.6 


73^ 


26.0 


909 


2K6 


1478 


19.1 


Kortheaat2/ 


28.6 


949 


26.6 


652 


27.4 


882 


29.1 


762 


30.3 


1388 


29.0 


Central 


20.5 


941 


20.0 


622 


29.9 


719 


22.6 


750 


21.9 


1452 


25.5 


TOTALl/ 


100.0 




100.0 




lOO.O 




100.0 




100.0 




100.0 



Sourcei U.S. Bureau of the Cenaua« 

1/ Hot all p«rce4itage coluaNta will total lOOl due to rounding. 
2/ Incttidea Puerto Rico. 
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Federal assistance. Additionally^ the estimated distribution of all 
postsecondary students (recipients as well as nonrecipients) is provided 
for purposes of comparison. - » • • 

Gender '^"^ . 

In accordance with the requirements of Title IX, financial aid cannot 
be distributed on the basis of gender. Both males and females must be 
guaranteed equal access to available financial aid monies. The data 
provided in Table 5.11A, at first glance, would seem not to support such 
perceptions. There is; a significantly higher proportion of funds given to 
women BEOG recipients -as compared both to their representation in the 
total population of postsecondary students and to the proportion of funds 
given to men* recipients. Similarly, women were observed to account for a 
greater proportion of the awards under the three Campus Based programs as 
well as when examined as an unHuplicated total of ail Federal support. 
Bi|t hertf, the relative, distribution of ^awards approximates more .closely 
the overall gender distribution of all jpostsecondary students t l^inally^ ^ 
with the exception of NDSL, the average aid awards to women were found to 
be greater than those for men. Sharon H. Bob, an Education Policy Fellow 
in the U.S. Office of Education, however, summarises the existing view of 
the condition of women ^rtudents in a paper entitled, ^'Wooien and Financing 
Higher Education^" Sh^ claims that women are not receiving their fair 
share c^f financial aid dollars due mainly to institutional discriminatory 
practiced 

...evidence/ that disparities continue to exist in the choices 
available to woiften in higher education lead to the belief that . 
awarding of financial aids may continue to be discriminatory by 
virtue of overt or covert institutional practices and procedures. 5,/ 



2/ Sharon H. Bob, "Women and Financing Higher Education," Paper , 

presented at the Research Conference on Educatfional Environment and the 
Undergraduate Woman, 1979, p. 3. 
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She presents a mitnber of pieces of e^^ideace to support the premise that 
the acti^al needs of wooien students .^e not ^now being properly assessed* 

These results^ however^ cannot be interpreted as necessarily 
indicative of differential treatment of men and women, particularly with' 
regard to average awards* Other factors, such as differences in costs of 
the selected education, can be more important in determining actual ai^ 
awards* As will be discussed in more detail in Chapter 6, the nnly 
differences which dan be considered to be unfair are those between 
students ia like circtimstan'ces, i.e., facing equal financial barriers to 
postsecondary education. This being the case, a further' comparison was 

made of average BE06, SEOG, NDSL, and CWS as^ards to men and wo^en 

^ ' - 6/ 

controlling fpr educational cost and family wealth.-- 

Under this mprd exacting test, none of the differences bet^j^en men 
and women in average awards were found to be statistically significant 
^cept. for* NDSL (p < 0*01) • In this case, men in circumstances* similar 
to womei\ were -found to have an average NDSL award (adjusted fior the 
effects Of all other variables) of $1*27 over and ^bove that of women 
($764 vs. $637). Therefore, contrary to Ms. Bob^s hypothesis, women not 
only are equal to meUv in their treat^nt under the Federal financial aid 
program but, in fact, appear to be less burdened with loans than, their 
male counterparts.. 

' ' Ethnicity 

As with gender, ethnicity,, in and of itself, should tiot be a 
determinant in the awarding of Federal student aid funds. However, the 
programs must be responsive to the relationship between ^economic 




Is described in 
entered as main 
family contribution 
were entered as* covariates. All data were derived from student 
financial aid records* 
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circumstance and race which exists in the United States* That the Basic 
Grant anjcf Campus Based programs have shovn such a responsiveness is 
evident in Table 5,11B. " Exclusive o£ Native Americans and Asians (for 
which insufficient observations were obtained), nonwhite students ^ 
received.»a proportionately higher share of the Federal aid awards than 
their representation in the total postsecondary student population. 
However^ as in the case of gender, any further comparisons must be made 
exclusive o£ other possible^nf luences in order to judge if ^,^if f erential 
treatment has occurred. 

As before, a comparison was made (using analysis of covariance) 
between the average awards made to minority (i.e., nonwhite) and majority 
students.^ Unlike the previous case, however, the differences were found 
to be significant in every case (p <.05) except for the awards made under 
the College Work-Study program. Minoydty students rebeived an average 
BEOG award (adjusting for the effect of the other variables) $253 above 
that for similar ma jori^ students ($1,182 vs'. SQ?QK s^n ^vgc^^riTnf $77 
more under SEOG ($691 vs.' $614) , and an aj ^aglT oT $185 less under NDSL 
($646 vs^ $731). Th^^vetage CWS awards were not, as mentioned, 
significantly different* Minority students, therefore, receive greater 
Federal grant support and lower NDSL loans, than their majority counter- 
pairts. The two groups, though, exhibit an aggregate equal access to 
Work-Study ^ployment. , . ^ * ' 

Age 

In recertt years, the expansion of higher educational opportunities 

has opened the routes of access to postsecondary education to a wider 

spectrum of age groups. A full 81 percent of pos.tsecondary undergraduate 

«» 

students (enrolled at least half time) ttill can be categorized as of 
"traditional" college age (here defined as under 25). . Those in the over- 
25 category (i9Z) are presumed to be, in many cases, "returning" 
students — those who had interrupted their educational careers and have 
chosen'' to go back to school'. These "nontraditional" students, to use the 
9olloquialism, are more likely to be self-supportin«; (independent) and> 
for a number of reasons (i.e., additional dependents), may have special 
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financial needa... As a general note, the limited amount of data available 
on students ^in the youngest (under 19) and oldest (over 44) age / 
categories makes it difficult to ^draw any definitive conclusions on the 
treatment of these groupings*^ 

* 

The distribution of Basic Grant awards across age groups (Table 
5. lie) is consistent with the overall distribution of students. The only^ 
real variance is that students above 25 years of age collect a slightly 
higher proportion of BEOGs than their overall representation distribution 
(22.9S vs. 19Z). The distribution of SEOG funds reflects the split in 
SEOG awards between "first year" and "confeinuitig year" allocations; ' 
students under 20 years of age are receiving a disproportionately larger 
share of SEOG funds. The additional financial needs of older^ students 
are evidenced by the hi^er average award amounts for these students. 

The allocation of self-help dollars shows little in the way of a 
recognizable pattern when examined in terms of recipient age« Students 
aged 19-20 are, for some reason, receiving the highest proportion of both 
CWS and NDSL awards, although their average awards are relatively low. 
Generally, the work burden impose4 on students in all age groups is 
larger than t|ie loan counterpart. This is especially evident in the 
over-25 age categories. ' ' 

Despite the notSd variance in the distribution of individual program ' 
awards, the composite picture of age distribution is remarkably w^ll 
ordered. Not only are the average total award levels relatively even f-""''''^^ 
but also the distribution of recipients virtually matches the overall 
breakdown of the entire student population. 

Year in School ^ 

The differences in the aid distribution patterns according to class 
level of the student are examined in Table 5»11D. For each of the 
various types of Federal aid, the distribution of recipients^s close to 
that of the overall distribution of students by^ year in schooj.. This 
pattern is broken most noticeably by the SEOG program. A greater 
proportion of freshman students receive SEOG awards due to its "first 
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yfear'* ys* ''^continuing year" format* On the vhole> upper-class students 
seem to receive larger average aid awards Jthan their freshman and 
sophomore counflerparts, which ^ ^rrelates well with the findings on 
distribution age of the student. 

^ Regibn . • 

Taken as a single factor, geographic region should have the least 
effec^on the awarding of aid* There are so many other factors which # 
operate tiotally independent of regional breakdowns (e.g., cost, type of 
institution, etc.) that it becomes almost impossible to ci.te regionalism 
as the cause of a given effect. Rather than analyzing regional distri- 
bution of aid in depth, it may just as useful- to present Table 5.. 
without explanation. ' ' 




DISTRIBUTIVE EQUI|I:Y AND STUDENT FINANCIAL 
AID! \A FIRST LOOK 




f the way th)^ system is spt up now, the rich can pay, 

the 'poorV get Pfid for and the taiddlcf class struggle to 
get what he can from, wherever he can/^ 

A Student at an Eastern Four- 
Year Public University . 

INTSODUCTION: MOORING DI$fRIBUTIVE EQOITY 
* ^ 

The feelings of inequity expressed by ''this student/ while an 
outgrowth of not unconaon sense of f^stration^ indicate the importance 
of the way student aid funds are 'now distributed^ particularly to those 

moat directly affected by fehe riiles which determine who will, and who 

■> ■» 

will not, t^ceive specific types of assistance* While indications of 
^' - ^ . . . * 

ossible areas pf such inequity were presented in the ,pr€iceding chapter, 

the intent of this and th^p following chapters will be to explore/ these 

concerns in mbrer depth* ^ 

The primary purpose of the Office of Education's (USOE) student 

« . ■ 

assistance pro^r^ms i? to remove the financial barriers, that might 
otherwise keep qualified students from receiving some form of 
postsecondary education. The legislation, however, has been particularly 
vague on exactly who the "qualified" recipients should be* Typical 
phrases for defining aid eligibility in Tit^ IV of the Higher Education 
Act include the following criteria: "exceptional need," "...for lack of 
financial meahs, .would ^^Se^'unable to obtain such benefits," "substantial 
financial need," Students froi^ low income famili^^^" and "s^rudents in 
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aeed." Aay examination, then, of distributive patterns must first 
establish a baseline definition of equity, i.e., "Whom are the various 
programs intended to serve?", "How ought the funds be distributed?", "How 
do we determine that an ine^qD^-table situation exists?" 

What, at first blush, would appear to be a rather straightforward 
task, is in reality greatly value-laden. That is, since the legislation 
fails to articulate a clear statement of what is a legitimate distribu- 
tion of resources, we are,, as researchers, compelled to es-tablish, both a 
definition ot equi ty and an appropriate method for its measurement. Any 
analysis of distributive equity cannot be cartied out without making 
value judgments ^d, as Beme^'^ has ably demonstrated, the evaluative 
choices made by the analyst do make a, difference in terms of the cdn- 
elusions^ that are ultimately reached. 

As a start, then, a good working definition of an equitable 
distribution is one in sihich equals are treated equally and unequals are 
treated unequally. In other words, under this conception of equity we 
would expect individuals to be treated differently if, and only if, they 
are meaningfully different in a way t'hat has been deemed unjust. As 
Rawls has observed "...the institutions of society favor certain starting 
pfaces over others. These are especially deep inequalities. Not only 
are they pervasivp^but they affect men's initial chances in life; yet 
they cannot pv^ibly be justified by an appeal to the notions of merit or 
desert. It is these inequalities^ to which the principles of social 
justice must in the first instance apply."- Therefore, to the extent 
that individuals have different expectations of life determined, in part, 



l^Robeift Berne, "Alternative Equity ^and Equality Measures: Does the 
.'Measure Make a Difference,?", in Selected Papers in School Finance; 
\1978 '(Washington, D.C.: U.S. Department of Health, Education and 
Welfare, 1978). ^ ^ 

±Oohn Rawls, A Theory of Justice (Cambridge, Massachusetts: Harvard 
University Press, 1971), p. 7. . 
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by the political system as well as Jby economic and social circumstances^ 
it has become public policy to*provide all citizens with an "equal 
opportunity^* to the benefits of society • 

to opera ticmali^e such a theory of equal opportunity, with regard to 
the disttibution of student financial aid resources, entails three 
interrelated steps: 1) the determination of an appropriate measure of 
inequality among individuals, i#e», the specification of what are 
illegitixsate differences between individuals and how they should be 
evaluated; 2) the definition of how differently unequals should be 
treated; add 3) the assessment of the degree to which the observed 
treatment 'fits the desired pattern. 

Before moving on to a discussion of each of these items, however, two 
other points should be raised in conjunction with this, definition of 
equity. First, this definition does not specify the appropriate uni^ o£. 
analysis. Is it the individual student, the family, taxpayer, school, 
etc.? For the analysis that is to follow, t^e perspective which will be 
adopted here is that of the student* Despite the inherent tax effects or 
the significant societal benefits'^associated with higher education, it is 
the student who is the most directly affqcted^by the financial aid 
system. Such a view of "student sovereignty" is clearly a value judg- 
ment, but one which, as discussed in Chapter ^2, most closely fits the 
normative goals expressed in the legislation. 

Second, the analysis and discussion which follow these introductory 
remarks contain an implicit assumption that it is ^appropriate to examine 
distributive equity in. isolation. That is, by focusing primarily on the 
financial aspects of ly.gher education we have ignored the many other 
important facets of the student educational experience, such as family 
and peer interactions, academic inputs, etc. However, such a multi- 
^ dimensional assessment, as discussed in Chapter 3, is well beyond the 
context of this study. More importantly, this limitation does not 
seriously affect the validity of the results presented here as the equity 
of aid distribution should be independent of other such influences. 
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.Despite the lack of explicit guidance provided by the legislation, 
there are two interpretations of program intent which can be safely 
stated. First, the programs are for students from deprived economic 
circxmistances (i.e#, low family wealth levels) who want to pursue some 
sort of postsecondary education. Therefore, .one would expect the 
distribution of resources to be directed primarily at these students. 
Second, the student assistance programs should help meet "financial 
need," conmonly defined as the difference between the full cost of 
obtaining an education (i.e., tuition and fees, room and board, living 
expenses, etc.) and the student's ability to pay. As ability to pay" 
decreases, ot cost increases, ceteris paribus the financial need should 
rj^se. 

f 

Combining these, two interpretations, we arrive at what was called in 
Chapter 3 vertical inequity . That is, low-income students, having fewer 
disjjretionary resources, face a greater financial barrier to the pursuit 

of higher education than do their wealfchier counterparts. Consequently, 

» 

the most- appropriate measures of inequity are the financial barriers" 
faced by students at different levels of wealth and educationa^l cost* 
Moreover, by distributing financial aid inversely to the family^ s ability 
to pay, the student assistfpce programs can equalize available student 
resources necessary to overcome the principal "barrier to access to 
postsecondary education — inadequate financial resources. Finally, if 
these conditions of equality obtain for all levels of educational coat, 
not only will equality of access be achieved but equality of choice as 
well* In this latter situation, students choosing more expensive 
institutions, of higher education (defined in terms of tuition and fees) 
face an inherently ^greater financial barrier, but under conditions of 
equity (what we have previously called horizontal equity ) the barriers 
will not differ significantly between students with higher and lower 
abilities to pay. 

f 

'•V 



6.4 



• One measure which will be adopted in the subsequent analysis, then, 

3/ 

is' the student's "net price" or loan/work burden— defined as the cost 
of education (the student's total budget) minus the sum of his/her 
available resources and all nonretumable grant aid. A difficulty which 
arises in student financial aid^ however, is related to the ^determination 
of the" axaoimt of resources that a student pr his/her famiiy have 
available to meetT educational costs (i.e», the expected parental 
contribution). Referred to as "need -analysis" (see ATolume I, Chapter 7, 
for a detailed discussion), the existing formula-based Uniform 
Methodology provides a means for rank ordering students according to a 
set of specific criteria? income, assetsi, family size, and expenses. 
The basic principles behind the approach now used are that some portion 
of the family's discretionary income and available assets should be used 
to finance the child^s e<)ucation and that students should contribute a 
relatively larger portion of their own r^isources than should be expected 
from parents. However, these principles, the criteria used,, and the 
computational formula are all derived from what hdf^^ormatively been 
established as an equitable distributive outcdtne. The methodology is 
structured so as to produce an outcome that has, by the political process 
of compromise, been decided upon as "fair". There is no inherent right 
or wrong in the/ current system or in the proposed alternatives — it is 
only the reflection of the putls and tugs of competing interests and 
objectives. * , ' 

The results which are produced, therefore, have not been universally 
^ accepted. Arguments over whether to, use the most accurate precedijig 

\ * ■ year's data or the more relevant current year * s data and the treatment of 
self-supporting students, for example, have been quite .divisive and not 
yet resolved to everyone's agreement. The implication for the task at 
hand,, then, is that while we will be using the currently accepted 
assessment of the family's ability to pay (i.e., the family's expected 
contribution) in our analyses, all of the results should be tempered by 



2^This definition will, in a later section, be slightly modified. 
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tbe realization that this figure represents the calculation of the 
family *s "fair share" of the educational costs. To the extent that the 
accepted methodology may unrealistic, the results would be altered if 
a different approach had been adopted by Congress. At best, the expected 
contribution provides a common basis for comparing families in broadly 
different circumstances. 

Returning to our discussion of how to measure inequality, the Basic 
Educational Opportunity Grant (BEOG) program, by far. the largest Federal 
student aid program, attempts to equalize the financial barriers faced by 
potential students across family wealth levels through the provision of 
nonretumable aid (grants). Toward this end, the family's expected 
contribution from assets and income is calculated and grants are given to 
offset differences among aid applicants in available family resources! 
The BEOG, therefore, can be viewed as an attempt to equalise, across 
family wealth levels, total nonretumable aid (including expected 
parental contributions) that students receive at similarly priced 
institutions. The remaining "price" (cost of education minus non- 
returnable aid) that students face for their education is assumed to be 
made up from employment or loans. Thus, one measure of .equity in th^ 
distribution of financial aid resources is the variance (or rather the 

lack of it) in loan/work burdens across different types of students at 

« ft 
similarly priced institutions. 

A second measure of inequity can also >e derived from the previously 
stated interpretations of the enabling legislation. That is, the ^urt>ose 
of 'the student assistance programs are ".*.to assist in malcing available 
the benefits of postsecondary education...." We can, therefore, dedufce 
that another goat of the programs is to affect the attend/not-attend and 
persist/drop-out decisions of students, i.e., to enhance educational 
opportunity. As Fxfe^^ and others have shown, this goal has three 
components: " 

• to provide students with access to a postsecondary education; 



^/Jonathan D. Fife, A pplying the Goals of Student Financial Aid 

(Washington, D.C.J Americanr~Associatxon for Higher Education, 1975), 
p. 1. * ^ 
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• to allow students reaafonable choice, i.e., freedom to select the 
particular spurce of this education; and 

# to permit retention or persistence, i.e,, to enable the student 
to pursue this education to its conclusion. 

In effect, the argument is that there are "natural" (i.e., in the absence 
of financial aid) rates of participation of particular types of students 
in postsecondary education which are socially unacceptable; the purpose 
of financial aid is, then, to raise these to a level of acceptability. 

Measures of rates of participation, however, are not simply measures 
of the distribution of educational opportunity, father, they represent 
an assessment of individual responses^to a complex set of education and 
noneducation va^r^iables (see Ch3pt^rx3). Differences in participation 
rates by student or^'^^mily cha;?i'ct eristics (such as income, ethnicity, 
etc.) cannot, by themselves, be taken as evidence of a lack pf 
opportunity for access, choice, or persistence. It is a complex issue 
and, as a result, will be examined separately in the following chapter. 

The Equitable Treatment of Unequal s 

The second issde contained in our definition of an equitable 
situation is the degree to which unequals are to be treated differently. 
As discussed above, the Federal assistance programs are designed- to allow 
students to overcome financial barriers. Inherent in this purpose is the 
concep that students have an unequal ability tp pay for postsecopdary 
.Education and, more importantly, that they require unequal levels of 
assistance. In other words, the financial assistance programs, in order 
to be equitab,le, must work to achieve equality among individuals who are 
basically different. However, as also previously discussed, in order to 
operationalize this requirement involves the imposition of value 
judgments— ''What characteristics are relevant for the determination of 
unequals?", "What sis the relationships de si rec^ between these 
characteristics and the measures of equity such as loan/work burden and 
participation rate?*' Conversely, when we observe a pattern of resource 
distribution, how do we judge if equity has been achieved? 
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with regard to the student assistance programs, we can borrow a term 
from the debate over local school finance^'^ to define a condition of 
equality — "fiscal neutrality." Simply stated, "unjust" differences among 
students ar^ related to wealth-related disparities, i.e., differences in 
the ability to pay for postsecondary education. It is assumed that 
individuals have an equal 'Vight" to higher education but are prevented 
from achieving such equality due to differences in resources available to 
finance their education. This is the ''financial barrier** referred to in 
the legislation. 

With this as our working definition, then, it should be clear that 
the only differences in treatment that should be deemed -legitimate are 
related to the financial aspects of the situation— the student's ability 
to pay and the cost of the desired education. Any other differences in 
treatment (e.g., by ethnicity, talent, gender, etc.) under the Federal 
"need-based** assistance programs, would be considered unacceptable* 

Implications for Analysis 

The preceding discussion can be summarized into two key points. 
First, financial aid resources should be distributed solely on the basis 
of economic conditions, equitable funding pattern is one that 

equalizes students* ability ^fcp purchase higher education across levels of 
family wealth and institutional cost. Second^ these conditions of equity 
can be measured in two ways: 1) th^ variance of loan/work burdens (or 
net price) across different types of students at similarly priced 
institutions; and 2) the variance in participation rates across different 
types of students at similar institutions. ^ Two situations of equity are 
therefore differentiated: vertical equity implies that students are 
unequal on some relevant characteristic (family wealth) and therefore 
require different treatment; horizontal equity requires that students in 
similar circumstances (family wealth and cost of education) should be 



l^For example, see the landmark Serrano vs. Priest decision by the 
California Supreme Court. 5 Cal. 3d, 584, 487 Pac. 2d 1241 (1971). 
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treateoy equally. For example, we would expect a low wealth student to 
receive more aid than a high wea^lth student but we would also expect all 
equally low wealth students at similarly priced institutions to be 
treated alike. Conversely, students of similar wealth at differently 
priced institutions would be expected to receive different treatment. 

With this preliminary discussion as background, the remainder of this 
chapter and Chapter 7 will attempt to examine the issues raised here, as 
well as some others of importance to policymakers, in order to address 
the third aspect of our definition of equity, vis,, the extent to which 
the observed distribution of benefits matches the articulated desirable 
pattern. The sequence of this assessment 'will be as follows: • 

.1) aid packaging^how the various sources of assistance are 
combined to overcome financial barriers^ 

2) aid as an equalizer of student^ self-*help burdens; 

3) the effect of "legitisaate" factors on aid distribution; and 

4) the effect of financial aid on postsecondary education 
participation. 

The first three are covered in this chapter, while the last item is- the 
subject of Chapter 7. 

AID PACKAGING: THE INTERRELATIONSHIPS AMONG VARIOUS SOURCES OF DIRECT 
STUDENT SUPPORT 

The student ^s. loan/work burden, as a measure of distributive equity, 

is the product of a complex set of decisions commonly referred tjo as 
6/ 

"packaging*"— It is the point at which the institutional student aid 
administrator pulls all of the resources together into a package^ 
based on the goal of maximxzing educational opportunities for the largest 
number of students ... to maximize access, -choice and retention and to 



^/por a detailed explanation of the process, see Volume I of this 
report. 
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redress inequities caused by the multiplicity of aid resources../—'^ 
As their means permit, parents and students are escpectad to bear the 
costs of postseccttdary education. This "family contribution,'' consisting 
of the student's available resources, plus those o-f his/her parent(s) if 
-the student is dependent, is expected j:o be the primaY^source of funds 
to meet these costs. Any remaining need, the financial barrier, 
represents those educational costs that are to be met by the financial, 
aid package. 

Prom the student's perspective, however, the amount of financial need 
is often less important than the types ^t|_resource3 that are applied to 
meet the full cost of his/her education. While arguments have been made 

as to the benefits of student self*heip,-^ "...the fact remains that 

< 

students much prefer non-seif-help to self-help if given the 
choice..."— This is, of course, not particularly surprising; the 
avoidance of the burden of loans and/or work is an expected form of 
rational X behavior. The problem arises because nonretumable aid (e.g., 
grants and scholarships) is simply not (nor has Congress intended it to 
be) available in sufficient quantities to meet every student's financial 
need. Therefore, the way in which the various sources of aid are put 
together can be a.major determinant of any positive or negat^^ effects 
of the loan/work burden faced by individual students* Moreover, to the 
extent that students differ both in the^r financial needs and in their 
ability to bear Such burdens, the process of student aid packaging can be 
a significant cause of any resulting inequity in the distribution of 
student aid. 

For the purposes of this analysis, the student can be seen as buying 
education by using two*general types of resourlces: 1) ''nonretumable'* ^ 
funds such as. the parents' or spouse's contrib^tian, ' entitlements (e.g*^ 



3 



Z^Francis Keppel, National Task Force on Student Aid Problems, Final 
^ Report (Washington, D,C*: U.S. Office of Educfation,^ 1975), pp. 68-69. 

.W. Astin, Preventing Students From Dropping- Out , (San Francisco, 
California: Jossey - Bass 1975). 

1/Kepp.el, ibid., p. 69. ^ 

6.10 



^5© 



ERIC 



BEOG), and other scpholarships or not^institutional (e.g., state) grants; 
and 2) self-help derived either from past earnings (i.e., savings aftd/or 
assets), p lire sent earnings (i.e., work) or as lien on future earnings 
(i,e., loans) Student preferences for particular forms of self-help 
will obviously vary according to a wide range of factors, such as their 
adverseness^to debt, the availabil^^^y^f employment, and the value they 
place on iSieir npnclassroom time. However, as Asti^ni^^ has 
hypothe.sized, work-study programs tend to inerease a student's chances o£ 
completing his/her education ^ile loans (particularly for men during the 
frekhman year) have a negative effect »on persistence^ Mo^^ver, there 
has )>een, and continues to be, a heated public debate over the potential : 
effects of loans, (Proponents favor their relatively low'cost, arguing 
' that under conditions of resource^ scarcity, limited sources of aid can be 
made available to more students if an emphasis is placed on loan^ 
programs. Critics^ on the other hand j ^object to* the burdening of 
students (many of v^om^ will fail to complete their education) with 
long-term debts. While no J;^ wishing 'to , enter into this argument, we also, 
do not adhere to the proposition of the National Task Force pn Student 
Aid Problems that *'...the various forms of self-help be considered as , 
similar to each other 

Conditions of ^carce resources are a modem-day reality and 
necessarily impose^^a loan-burden on so^e studetits; how this burden is 
distributed among various types of students is our prime meast^re of 
ii^equity bu<t its composition also cannot be ignored. Students who 
receive all loans yersus^ students that receives all work are being 
treated differently in a rather significant way. 



1£^A.V. Astin, ibid . 
li/Keppel, ibid ., p. 69. 
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How Do Aid Packages Vary By Aid Applicant Characteristics and Type of 
Institution ? 

The first items to be addressed, then, are the manner in which aid 
packages are constructed, a determoation of where variations occur, and^ 
an assessment of the equity of such aid coordination. To this end, 
Exhibits 6.1 through 6.10 present, in the^ aggregate, a visual display of 
th^e relative imporCance of six major sources off aid by institution type, 
student dependency status, and family income^ level: 

1. family .contribution (which includes such entitlements as Social 
Security and Veterans* benefits)? 

2. the Basic Educational Opportunity Grant (BEOG) award; 

3. other grant awards, including the Supplemental Edu catio nal 
Opportunity Grant (SEOG), state grants, institutional grants, 
an<! other private grants or scholarships; 

4^ loans, which include the National Direct Student Loan (NDSL), as 
w^ll as other private loans; 

5. work, whidh includes College Work-'StudyKCWS) , sunnner 
employment, and institutional work programs; and ' 

6. unpackaged need, i.e., the dotted line between the student's 
total cost of education, as estimated by the institution and 
his/her total ^available resources, known to the financial ^aid 
officer, including Guaranteed Student Loans (GSL) and any 
packaged academic yeat earnings ,^2/ ^ 

Each of the histograms pro viTdes four key pieces of informations first, 
the average budget (presented above each bar graph) for each income 
category; second, the percentage of the budget accounted for by each 
categorical source; third, the relative importance of the various 
individual aid sources; and fourth, where it occurs, the percentage of 
unpackaged need represented by the ^dotted are^ at the top of each bar 
graph. 



i^^Academic year earnings and GSLs were included under unjjackaged need 
because these data were not available from financial aid records in 
all institutions.^ To have included these resources under work and 
loans respectively would, therefore, have distorted the results. 
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li^ilBIT 6.1: PERCENTAGE OF AVERAGE BUIK.ET ACCOUNTED FOR BY VARIOUS SOURCES OF 
FINANCIAL AID FOR UNUERCRAI)UATE^.Dtn^ENl)ENT RECIPIENTS IN FOUR -YEAR 
; PUBLIC SCHOOLS: ACADEMIC YEAR 1978-79l/~ ^ 
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As ejcpected, these four items are not constant across institution^ 
types or income categories • In general ^ t^he following trends emerge: 

I* There is a distinct positive* re lationshjip between ^e average 
budget (i.e.^ totals cost of education) |and income ^tegory. 
Whether the student is dependent or independent ^ those with 
. higher family incoo^s ten^to have higK^r educational budgets. 
This finding would seem to^be the result of two possible , causes 
— higher income stud^ts are either more likely to choose the 
more costly '*away f^om home'^^ living arrangen^nts .and/or these 
students attentSmore expensive (i^e*,^ total of tuition and fees) 
schools. — JJpon further analysis of the* relationship between ' ' 

" K living expenses and educational cost^ however, the data were 

found to support the latter hypothesis • That is, hi^er income 
students tend to enroll in more expensive schools; thus, their 
budgets are hi^er due to the effect of increased direct 
educational costs, not their choice of living arrangements/ 

2* As with the budget, both dependent and independent students 

exhibit. an expected positive relatiohsljip between the percentage 
of cost met by faq^ljf contribution and income level., 
' ^ Conversely, there is a negative relationship between the 
percentage of cost met by financial aid and income level* 
. Higher income level students tend to meet a higher ^perc en tage of. 
their educational cost thrpugh family contributions than lower 
income students; financial aid, while available across ^ a broaj! 
mnge of the family incoiM spectrum, is ^inly directed toward - 
those at the lower end^ Across^^stitutions, the Iresults 
consistently indicate that; -ftSFprivAte school students a higher 
proportion of family contribtition is expected than for studgpts 
in public or proprietary schools* This 4s related to the 
•previously made point that higher income students -tend to attend 
higher cost (ge^aatally private) schools. * . 

There is an expected negative relationship between income level 
and the proportion of the budget met by BEOG. By targeting BECX3 
funds toward financial need, the progtam has achieved an outcome 
whereby studeijits with lower i^leomes (regardless of their 
dependeryjy status) tend to receive a higher BEOG percentage than^ 
upper income students. Abross institutions, however, ther^ is a 
substantial amdunt of variability . in the percentage of the ' 
budget accounted for by BEOG." At both the 2- and 4-year lelels, 
public school students have a higher percentage o^ their co^ of 
education met by BEOG than do private school students due, by 
and large, to | the differences in educational costs. That is, in 
the lower cost public institutions, the student's BEOG award 
'T)uys" a great[er i>6rtion of his/her education than in the higher 
cost private Schools. 

As with the BEOG, there is generally a negative relationship 
between the percentage of cost met by grants and income level; 
i.e., as income increases, there is a te/idenc^ for grant 
■ percentage to decrease. Conversely, as^income increases the 
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proportioa of education coat which must be met either through 
greater family support or loans and/or work also increases* It 
should be noted that the grant percentage consists primarily of 
SEOG dollars in^ proprietary and 2-year public schools, whereas 
in private and 4-year public schools it consists primarily of 
state and institutional grants. Across institution types, the 
total grant percentage is consistently -larger in private and 
4-year public schools. than in the remaining types of 
institutions. This finding probably reflects the greater 
availability of financial resources in private and 4-year public 
schools. ' \ 

The loan component is almost exqlusively comprised of NDSLs. 
Rarely do students receive loans frMi another source?* In 
general, there is 'no discernible pattern in ^e loan percentage 
across income levels for students in private and 2-year public 
schools* However, there is a slight: positive trend between loan 
percentage and inqome for students in proprietary and 4-year 
public schoola. Again^ the difference across institutions 
prpbably reflects basic differences in educational cost* 
Students in 2-year public schools do not need as nuK^ ^id from 
loans, due to the lower costs of attending such schools. The 
larger loan percentage asu)ng proprietary school ^students is also 
due to their iiiability to obtain other aid, sac)i''as CWS. Due to 
the CWS regulations, it is extremely difficult for students in 
proprietary schools to receive a &WS jobj thus, they have to 
rely more upon loans than the students in other institutions* 

The percentage of the budget accounted for by work is relatively 
consistent across student income <:ategories with the work 
percentage, for lower income students being similar to that of 
middle and upper income students* The results are also stable 
across types of . institutions except for proprietary schools* 
The work^ percentage for proprietary school students r is extremely 
low relative to students in other institutions ..^-Again, the low 
percentage of budget met by work among proprietary school 
students is due to their difficulty in obtaining CWS jobs. 

The percentage of unpackaged need is indicated by the dotted 
area in each l^ar graph*:- >Pi>r some institution type/ family income 
combNinatioQs , there is no unpackaged need* In fact, the various 
combinations of sources for some students are larger than their 
budgetSu particularly those with incomes over $25,000. Although 
ther^ appears to be no unpackaged need for these groups of 
[s, it should be noted that the contribution of each 
^is based on the mean and that the standard deviations are. 

Ly large; thus, within each of these groups > there is 
^ve variation* Furthermore, students are allowed to 
under GSL to offset the required family contribution. 
:ore, the aid package recorded by the institution can ^ 
eJR^d the difference between educational cost and the expected 
contribution. 
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On the average, tJte^ percentage of unmet need is greater for the 
Independent stude^lkt^ the dependent students The findings 

across in^titut^n types Qonsistently indicate that students in 
proprietary schools have ^higher percentage of unmet need than 
students in the other institutions* This finding, in, 
conjunct^ion with the earlier findings on loan^drk burdens, ' 
would appear to indicate that proprietary students have the 
largest unmet need due to, the fact that relatively little of 
their educational cost; is met by packaged loans 9r work (i^e., . 
non-NDSL or CWS) . - ' . ' ' 

These results both confitm several obvious ekpectatiohs and also run^^ 
count ipr to others* Fir^t, there is an expected^ positive' relati^jjnahip 
between income and family ^contributiopj as the*^ student's abilit^ to"^ay 
increasres, so doeis the expectation that he/shVV^e^rs primary ' 
responsibility for the cost of his/her education. Second, as also 
antic^ated, ^here is a negative relationship betweeh family income jind 
the level of th^ Basic Grant award and total grants in general «| When 
combined, however, with the average expected family contribufcioii to form 
the total level of nonreturnable support available to the student, an 
interesting pattern can be observed. Although grant aid appears^ to be 
quite effective i^ compensating those^ost disadvantaged by moving toward 
equalizing the wide disparty in the .family's ability to purchase higher 
education, the effect is not consistent across income levels* What 
observed instead is what we have chosen to call the middle incoBie-4^ i 
That is, the relationship between income and the proportion of the budget 
met throu^ nonretumable support forms an inverted bell qurve; the 
proportion is higher at the extremes of the income distribution and is 
generally lowest in the middle income ranges* For such students, the'ir 
income provides too little in the way of discretionary resources and yet 
is often too high to-^qualify them, to- receive the needed grant supports 
This situation is exactly ^at led, in 1978, to the passage of the Middle 
JnccMjie Student Assistance Act (MISAA)* Ostensibly, the additional 
resources targeted for th^se middle-income students will correct this 
inequity and, in so doing, will result in what we would judge to he an 
equitable outcome — an approximately^ equal ^proportion of the budget met 
through nonretumable aid across all income levels (v^tical equity)* 
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The two findings* which vere unexpected were the variation^ in cost of 
education across . income categories and the distribution of loan/worjju^ 
burdens and unmet need. The first item, that higher income students tend 
to purchase higher cost* education than lower income students, is in 
retrosp^t not too surprising. As Astin has noted, "...within the very 
\ high income group, parental income is positivs4y related to attending a 
selective, expehsiye private college located away from home.'^— Not ^- 
surprisingly , students with greater innate financial resources, even with, 
the availability of various aid programs, have a clear advantage when it. 
comes' to choree of educational institutions* The second area, the 
distribution of loan/work burdens and umpet need,. is a more complex 
finding and will be explored in more detail in the follow'ing two sfections^ 

Ttie Distribution of Loan Work Burdens 

The student *3 loan^work burden (i.e., the portion of his/her cost of 
^gducation met by loans and/or work, excluding unpackaged aid) is, as 
discussed previously, our key measure of the equity of the aid 
'distriljution. This criterion will be modified in the next* section, but 
for now, ^the way such burd||||^are distributed will be used to assess the 
equity of the student aid disbursement system. This particular dis- 
cussion will address two aspects of this distribution—the proportion of 
undergraduate aid applicants with loan^-work burdens of 30 percent or 
lesa; the proportion without such burdens (a zero percent burden), and 
the degree of variability in loan-work burdens (i.e., the consistency 
with which such burdens are assigned to similar students in like 
c ircums t ance s ) . 

f 

To begin this discussion, Table 6.1 presents the percentage of 
undergraduate aid applicants with loan-work burdens of 30 percent or 
less, and Table 6.2 displays the percentage with loan-work burdens of 0 
percent (the latter are those who are, in effect, getting a "free ride" 
through the receipt, of grant support).. From t^ese data, one can clearly 



H^k,yt. Austin, The Impact of Student Financial Aid Proj^rams on' Student 
Choice , Final Report to the U.S. Office of Education, 1978, p. 83. 
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TABLE 6.1: 



.PERCENTAGE OF UNPERGRADUATE AID .APPLICA^TTS WITH LOAN-WORK 
BURDENS OF 30' PERCENT OR LESS, BY INSTITUTION LEVEL AND CONT? 
AND TOTAL FAMILY INCOMES . ACADEMIC YEA^ 1978-79 



Institutional Level and Control 



^ ^ 4-Year 4-Year 2-Y6ar 2-Year ' 

Pulilic Private Public Private . etary 



Dependents 



Propri- 



$0-$5,999 


• 60 


65 


56 


■ ' 31 


40 . 


■ 76 


$6, 000-$ 11, 999 


58, 


• 61 


46 


; 64 


41 


66 


$12,000r$17,999'. " 






42 ' 


. 47'- 


33' 


65 


$lS,000-$24^i999 ., 


41 


40 


44. 


45 


. 34 • . 


37 


$25,600-$29,999 


52 ' 


47. .* 


55 


' 84 ' 


28 


37- 


$30,000 or more 


, 55 ' 




3^ 


■k 


62 


66' 


Independents ' ^ 






A 

^ \ 




1 





$0-'$2,999 
$3, 000-$ 5, ,999 
$6, 000-$ 8, 999 
$9,000-$ 11, 999 
$12, 000-$ 14, 999 
$15,000 or more 



57 
64 
62 

"58 . 
5t\ ' 
61 



48 
55. 
-6i 
52 
30 
14 



42 
>6 
65 
37 

72 



68 

74 

60 

63. 
* 

•k 



42 

57. 

50 
* 

* 
* 



66 
68 

80 
. * 

* 



Source; Student financial aid records^ 
♦Insufficient observations 
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TAB^'6.2; 



PERCENTAGE OF UNDERGRADUATE AID APPLICANTS WITH LOAJJ-WORK 
BURDENS OF ZERO PERCENT, BY INSTITUTION LEVEL AND CONTROL AND 
TOTAL FAMILY INCOME: ACADEMIC YEAR 1978-79 * . 

at 



^ ALL 
APPLICANTS 



Dependenta 

$0-$5,999 

- $6,000-$;i,999 
$12,000-$17,999 

. $18,000-$24,999 
$25,000-$29,999 
$30,000 or more 

Independents 

$0-$2,999 . 
$3,.000-$5,999 
$6,0OM8,999 
.$9,000-$! 1,999 
$12,000-$14,999 
$15,000' or more 



33 
28 
12 
5 
4 
2 



30 
'39 
43 
33 
23 
13 



Institutional Level anJhHControl 

4-Year 4-YeaT 2-Year 2-Year Propri- 
Ptiblic Private Public Private etary 



Source: Stiia^nt financial aid records. 



44 


9 


31 




37 


34 


9 


37 


34 


13 


/ 2 


25- 


3 


30 


5 


3 


21 


0 


4, 


7 


0 


3tf 


3 


* 


3 


0 




* 


0 



23 


12 


48 


21 


24 


28 


18 


58 


14 


29 


41 


34 


43 


22 


63 


39 


5 


36 


* 


f * 


22 


• * 


* 


* 


- it 


8 


14 


* 




* 



*Insu'fficient 'observations 
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observe that overall the majority of aid applicants have loan-work 
burdens of 30 percent or Iq^s^ For dependent students, Sz^^percent have 
loanr-work burdens of 30 percent or less and for the independent students, 
60 percent have such loan-work burdens. Althojagh on aft average, aid 
appliQants do not ^se^eni to be overburdened with loans and worlj, there is 
ide variation in the percentage of individuals with such loan-work 
dens across both types of institutions and family income levels • 

A further inspection o£ Table 6,1 clearly reveals that certain types 
of institutions , tend to have a smaller percentage of students with 
loan-work burdens of 30 percent or less Chan other institutions. For^ 
example, 2ryear private schools consisten.tly have a smaller percentage of 
dependent students with a' loan-w^rk burden of 30 percent or* less across 
income levels than all other tjrpes of institutions; thus, relative, tfo the 
other institutions , dependent aid applicants in 2-year private -schools 
ate assinning larger loan-work burdens than theii* counterparts in other 
schools. Picvoss types of institutions, the fallowing additional 
cpnclusians can be maSe from Table 6.1, 

*. *■* ** ^ , ^ ^ ' 

1, Dependent aid applicants: 

A. Proprietary school students tend to' have, on the average, 

' the lowest percentage loan-work burdens-^l^i that 65 percent 
« of the students have loan-work burdens of 30 percent or 

less* Thi» low loan-work burden among proprietary students 
is misleading, Ag will be^discussed in the next section, 
^ they also have the highest level of unmet need. . 

B. At both the 2- and 4-year levels, public school aid 
applicants tend to receive lower loan-work burdens (i.e», 
they have a higher percentage in thi:3 category) than 
private school aid applicants due pritnatily to their lower 
c^t of education, 

2. ' Itndependent aid applicants:- 

A. > Proprietary and 2-year public school aid applicants tend to 
assume XoweI^ loan-work burdens than those in other types of 
institutions. However,' as noted' above, » this is/jnisleading. 

' • ftB, As with dependent aid applicants , ^there is a s/ight 

• * tendency> for thpse in public^ schools to receive lower 

. ' loan-wgrk. burdens ^^an aid applicants in ^private sfchools * ; 
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^his finding supports the' expectation ^ha't as school costs 
increase, it is more likely a student will finance his/her 
education through a combination of loans and work. 

In addition to the above institutional differences, there is also a 
fair degree of variability in loan-work burdens across income levels? In 
general, the middle income dependent aid applicant ($12,000-$24, 999) 
category and the lower income independent aid applicant ($0-$8,999) 
category ^end to have generally a smaller percentage of students- with 
loan-work burdens of 30 percent or less than those in the other income 
brackets. While. this, in part, is related to the previously discussed 
relationships between family income, nonreturnable aid and unmet need, it 
also depicts the "middle^incoiae Squeeze" addressed in recent legis- 
lation. These students, while not wealthy enough to pay the lion'^ share 
of their educational costs jior poor enough to receive a large grant 
awafcrd, are fopced to bear a comparatively large burden in loans and work. 

Turning tb Table 6.2, it is surprising to see the large percentage of 
aid applicants'l5ho finance; .their educations completely through non- 
returnable funds. Among the dependent aid applicants, 19 percent have no 
Ipan-work burden vrtiile 'among the independent aid applicants, 34 percent 
lack such a burden. Moreover, as with the loan-work burden of 30 percent 
xiT less, public and proprietary schools tend to have a larger percentage 
of aid applicants with all nonreturnable support than private schools. 
This find'ing confirms and supports the earlier results which indicate 
that as educational costs escalate, aid applicants are., likely to receive 
aid from multiple sources. In other words, in the more expensive schools 
(private), only a small percentage of aid" applicants can attend without 
receiving aid from loans or work> whereas in the less expensive schools 
(public), grants and family contribution are sufficient to defray all of 
a student 's., educational costs. 

I The pre^xeding discussion of loan-work burdens, hjowever, is' just one 
part of th^ issue, i.e., the way self-help support is distributed to 
various sectors of the population of aid applicants. Of greater 
importance from the perspective of equity is the 'consistency with which 
such treatment is applied. Thi« is displayed below in Table 6.3*. 

l8o 



TABLE 6.3: THE COEFFICIENT OF VARIATION OF THE PERCENT LOAN-WORK 
BURDEN, BY LEVEL AND CONTROL OF INSTITUTION AND TOTAL 
FAMILY INCOME: ACADEMIC YEAR 1978-79 





ALL 
SCHOOLS 




Institutional- Level and Control 


4-Year 

Public 


4— Year 

Private 


2-Year 

Public 


f 

2-Year 

Private 


. -etary 


ALL STUDENTS 




.0.85 


0.82 


0.65 


1.13 


0.58 


0.99 


Dependents 
















• ^-$5,999 




0.96 


1.09 


0.71 


0.89 


0.53 


1.22 


$6, 000-$ 11, 


999 


0.88 


' 0.96 


0.58 


1.04 


0.58 


1.05 


$12,0O0-$17 


,999 


0.64 


0.64 


0.51 


0.77 


6.50 


0.88 


$18, 000-$ 24 


,999 


0.^8 


.0.58 


0.58 


0.70 


0.40 


0.51 


$25, 000-$ 29 


,999 


0.63 


0.62 


0.58 


> 1.02 


0.54 


0.54 


$30,000 or 1 


more 


0.67 ' 


0.78 


0.60 


* 


♦ 


0.38 


s 

Independents 




ll08 

* 


0.90 


0.85 


1.35 


0.82 


7 

1.04 



Source? Student financial aid* records. 
*Insuf ficient observations ' , 

The coefficient of variation .is simply a measure of the variability 
relative to the mean for the group! 

STANDARD DEVIATION 



C.V. 



MEAN 



\ 



'It provides a standardized compar ison^^between dissimilar^distr ibutions. 
With this in mind, an inspection of Table 6.3 provides some interesting 
results, Whi^e the variations tend to be generally in the medium to high 
range (t^is is, of course, a subjective interpretation), there is wide 
disparity in the consistency of treatment. With regard to institutional 
differences , the prTtert^e nonprofit schools exhibit much less variation 
than the publics and pBtoprietarie^^ "Selative to th^ student ^s income 
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level, the distributions are approximately bell-shaped — the treatment o 
those dependent students in the middle- income ranges is more consistent 
than those* in the lower and^upper brackets, or the independent students 

While these are rough relationships, they do appear to hold rather 

consistently throughout; the table # As a result, it seems that the 

variation in treatment, vis-a^vis loan-work burden, 4s dependent upon a 

complex relationship among a number of different factors: the 

institution's access to nonreturnable aid; the homogeneity of the need 

the student body; and obviously, the financial situation of the 

individual student. These relationships will be explored later in this 

report; however, for 'the time being, we offer the following as a 

reasonable set of hypotheses: 

/ > * ' 

-srl. . private ins^iitutions , by virtue of their generally greater 

resources (e.g.^ higher tuition revenues, greater Federal 

support, endowments, etc, are better able to provide 

nonreturnable^ aid to students in need than the publics or the 

proprietaries ; 

2» the privates also face a more homogeneous and less nee^y 

population than do their counterparts (see the following f 

section), and are therefore better able to fully support - 

students — they do not have to -spread their available resources 

over a large, nujnber of needy students; and 

\ , . , ' ^ 

. 3. since income does not necessarily reflect ability to pay, the 

variation in need for financial support- is likely to be more 

variable for those at the extremes of the income distribution. 

With regard to the last point, a family income of $40,000 does not 
necessarily imply ineligibility for financial aid, due to all ^he 
possible offsets which cbn be allowed, e.g», family size, ^ uninsured 
losses, number of children in postsecondary education. Similarly, a 
family income of $15,000 does not necessarily ensure. eligibility. For 
these reasons, the following section, dealing with ^^n^ price,'' will 
substitute family contribution for total family income. 
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Net Price - The Student's Actual Cost 

In the simple bar graphs presented earlier, it afipeared that, 
controlling for. type of institution, the portion of educational cost met 
from nonreturnable aid (i .e family contribution and grants) for 
dependent students with family incomes under $25,000 (and independent 
Students with i no ojnes under $12,000) was, in a gross sense, equalized 
among students with different abilities to pay. What was found to be 

A 

significant, though, was the *composit ion of the remaining shortfall. 

.While reported work was seen to be reasonably stable across income 
categories,, as were loans fexcept in the case of the 4-year publics), 
itxmet need was generally ^oncentrated in the lower income categories* 
Such unmet need leaves the student with a number of possible options- 
increased family contribution 'above the level expected in the aid 
package, additional loans (usually GSLs which, since they are typically 
not packaged by aid officers and are often not recorded in the student's 
financial aid file, were, therefore, noj: always picked up during our data 
collection), u-nreported academic year earnings,^ or a standard of living 
le^s than that assumed by ^ the inst itul^ional budget. Regardless of the - 
choice made, each of these courses of action imposes an additional burden 
upon the students, particularly those facing the greatest financial 
barrier, over and above that of the loans and work they must already 
bear. .The combination of loan?, work, and unpackaged need, tiierefore, 
must be considered the reaV ^*net price" whxfch the individual student p^ys 
for his/her education'^. ^ ^ 

To further explore this issue, Exhibits 6*11 and 6^12 provide the 
average net- prices (expressed as a percent of total budget) faced by both 
de.pendent and '^independent students controlling both for cikt of education 
and level of family contriiStition / The latter variable is a better 
measure of family wealth than total income. Thg resulting curves cap be 
viQf^ed as being composed of three segments: 1) students with family 
contributions leis -than ^ero (i.e., not only ca^ the family not support 
the student but also, additional funds are needed t^ maintain a 
rea^onabTe standard of living) wH^ pay the greatest net price ^d account 



EXHIBIT 6.11: RELATIONSHIP BETWEEN EXPECTED FAMILY CONTRIBUTION, EDUCATIONAL COST AND NET 
•PRICE FOR UNDERGRADUATE DEPENDENT STUDENTS: ACADEMIC YEAR L978-79 
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Source:' Student financial- aid records. 
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EXHIBIT 6..12': -RELATIONSHIP BETWEEM EXPECTED FA^IILY CONTRIBUTieN, EDUCATIONAL COST AND NET 
PRICE FOR UNDERGRADUATE INDEPENDENT STUDENTS: ACADEMIC YEAR 1978-79 
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fot approximately three percent of the students 2) those with 
.contributions over $2,000 who pay the. smallest price and' account for 16 
percent of the Vt^idet>ts^ and 3) those with contributions in the $0t$1,999 
.(accounting for the remaining 81 percetit of the students.)who are 
effectively equa l^zed with respect to -the price which the student must 
pay. The obvious questions are "Why are the net pjrices greater in the 
lower income categories?" and "Is this at|^ equitaj^le situatioi\?" ^ 

With regard to the first question, it appears that' the gap is often 
the result of an intentional institutional policy. Faced with limited 
resources, schools are generally unable to* meet the entire need of all 
their eligible apnlicants. Consequently, financial aid officers 
typically adopt packaging rules designed to standardize treatment of 
individual students (see the discussion in Volume I of this report) • For 
example, they may choose to establish ^ dollar, ceiling on the ai4 a^^rd, . 
or they may choose to package aid up to a fixed percent of need (e^g«, 80 
percent), or a number of other possible, strategies* Und'e^r the first 
example, those with ^ffe greatest need (e.g., the least wealthy students) 
ar^ likely to bear the greatest net price; binder the second exai|iple, the ' 
burden will be distributed mpre evenly serosa varying levels of fami,ly 

wealth. As Milner has so aptly observed: * . / \ 

■• ' ■ \ 

The major reasons for thia situation are' a aeries of inatittitionil 
diledtaas and constraints. For example, students who want and deserve' 
aid always exceed available funds. Consequently, a f inahcial-^id' 
ofHcer can help several middtle-class students with moddst btit j 
genuine needs for the same amount of money th^t^he ^cati Help one^ 
Iqwer-clasa student VlJi will need a large amount of fiid^.l^^ 

The observed distributiorjal pattern is, thereof ore, likely the result of 
institutional responses to a very real: problem — ^resource scarcity. 

Under optimal conditions, our definition of e^quity. would demand that 
students' be equali^zed across categories of family wealth^and institu- 
tional Cost. What institutions are facing, however, is somethifig less 



-i^^Murray Milner, The Illusion o£ Equality (Waahington, u.C: Jos^ey 



than (i^tiiaal, thereby leading to second-best solution^* ^ Bat are these - 
^ less than .optimal solutions equitable? Tnis leads us tc our second 
•question*'. * • 

If we accept the premise that the- unequal treatment of unequals is 
equitable f •then perfect* equity would be a^state of complete equality 
among sj^li^nts facin^^imilar circumstances (iJe.^ cost of- education)' 

^ ^rith different dbilities^ to p9y# In terms of our preceding examples^ 

•■ ♦ • • ' . ■ 

thi^ would imply /that the variance in net price should b^ at a minimum* 

Sot any actions beyond- the point of pomplete equality, only the same 

treatment .would be accepted as equitable since we would now be dealing 

- • * ' * ^ • • 

with equals. .That is, to be equitable, any shortfall in, available 

* . / ■ ' i ■ V ■■ • / 

resources moist be distributed equally amdng ^.bh^ .eligible recipients^- The 

■ X \ , ■ . ^ * 

diffiqulty'^for the instif ub-iqnal aid officer lies in the- choice of a ^st 

definitiion of equality^* Should all students be given an equal dollar 

share of the ahottfall ,or should the distribution take into account the. 

'^dlecreasi^^ marginal utilit^j of income^* and give the latgest share' to 

thoie at^o^ -higher end of the income, spectrum? Theseife are difficult 

^.normative questions and are not' answerable from the empirical tesults of 
tbis study* 'At beat, Ve^oint out the problem and leave it to the 

^policymakers to reach a d^c is ionV 

What vpe o«n examine , though^ is\ the consistency of treatment as 
measured by the. variation iV net prrces between and among similar 
students (i»e»t abilities to pay) inu.iHe circumstances (i.e», cost of 
educ4tion). This is presented in TaJbPi^'6»4j again using the coefficient 
"^of variation*.aS the index of equality. 

The pattern observed here, while gimilar to tho^e displayed in 
Table 6.^3, is far more pronounced. First, as the cost of ed^ation 
increases, the variation in percentage net prices decreases ; 'presumabiy., 
this is* due to the previously mentioned greater access to nonreturnable 

"\^id resources^in the hiah^cost institutions and the gre.ater likelihood of 
a zei^o net-*price at some wery low-cost schools* Second, if one were to 

. plo^ th^data provided in Table 6.4, one wouldfi|jf sirve a pattern like 
that showri^tbs^hibits. 6.11 and 6*12^ onlj^reversed . That is, while 
thjMNti the lowest end of the family wealth spectrum pay, on the 

\ . . ■ 6.37 
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aveira^e^ ^he, highest percentage net price, the relajtive variation in net 
prices for ^his gtbup is the fainiiaunx for the entire population* 
^i^iiarly, the middle groups remain reasonably-constant, and increase in 
variability at the upper end of the distribution* 

^ Pitting these two observations together with those just discussed, we 
c^n. conclude that:! 

•A # ' the petcentage net pr^^ces t^iat students pay are, by and large, 
\ . eqiial^exc^pt fpr those at t^ extremes of the family wealth 
disXti^.i^tion; . 

# the differential traatmentf of those at the extremes, i^ probably 
the result of institu^ibnaT^id packaging practices; , ^ 

• • the variation in percentage het pr^es is related to the cost ofS 
' ^ ^ the education, at the selected institution — similar students can 

* ' . Nre^sonably -be ^ expected .to be treated more aXike in highrcost o 
institutions than in low-^cost schools; and ^ 

\ # ^ vcontrblling for the cost of the selected educatignal institu-- 
tion, the' treatment of the neediest students is generally far 
more consistent than those from the least needy families. 

These relationships will be elaborated upon in Chapter 8. 

.'mBLE.,.6..45 THE.COEFFICIE^ OF VARIATION OF KET PRICE, COST OF EDUCATION 
. / ' AND EXPECTED FAMILY CONTHIBUTiON; ACADEMIC YEAH 1978^79 



Cost of Education 

Expected Family $1,500- $2,000- $2,500- $3,000- $4,000 

'Contribution--^ $0-^1,499 $1,999 $2,499^ $2,999 $3,999 or mor^ 

ALL' FAMILIES 

Less than $0 

$0 , 
^$l-$499 

$5b0-$999 
\$ 1,000-$ 1,999 

$2,0(3g-$3,999 

$4,00u or more 

Source: Student financial ajld. records. 
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FINANCIAL AID: WHAT INFLUENCES WHO GETS IT 

As w "have defined it, a situatdan of equitable aid distribution i^ 
one in which ''equals are treated the same, and unequals are treated 
differently. Putting |J: another way, students in .similar circumstances 
shoirld be treated equally while students in different circumstances ought 
to'be treated differently. This view of equity which we* have posited, 
therefore, implies a dichotomy of possible determinants of aid 
distribution; those which are legitimate - bases for unequal treatment 
sjuch as family Wealth, dependency, and cost of education; and those which 
are illegitimate suc^ as ethnicity, gender,, and al)ility. ' \J 

• ^ Regression Analysis , ' • 

B^sed on this conceptic5n of distributive equity, the legitimate 

4 ** 

:4Nhould be the only valid "determinants , of the distributipn of ^ 
financial aid funds. That is, they* should account for a significant ^ 
amoutit of the variation in "the amount of *'financial aid awarded to 
student^Vthe variation attributable to such factors is legitimate, . 
whereas awy residtial variation may represent inequitable distribution 
and/or erroi;s of measurement. In essence, the expectation is that there 
are no differences in the amouQt of financial aid received by students 
when initial dif f erences ^on the legitimate factors are controlled for. 
Factors which are considered legitimate variables upon which the 
distribution of financial aid should he made include the following; • 
family wealth (measured here by the student's BEOG ^eligib-ilif y index for 
the Basic Grant model and the expected parental contribution for the 
three Cattipus Based aid models), the "price" of the -desired education 
(measured by. the total of tuition and fees) ,^ dependency status, and 
enrollment status (full--time v^ersus part-time). According to the above 
hypothesis, if all students are alike on these variables, then the 
disbursemeitt of financial aiJ .to them should be approximately the same# 

N . , "7 — 

Although it was not possible to exercise true experimental control 
(i.e., to match students on these variables) in a large-'SQale sample 
survey of this type, it is possible to exercise ex post statistical 
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control through the use \of either analysis of covariance procedures or 

multiple ^gression techniques* While both techniques permit an 

examination of the basic hypothesis, multiple regression analysis also 

enables, one to identify possible extraneous' or mediating variables upon 

which financial aid>may depend* Multiple regression analysis is a "... 

method' of analyzing^the collective and separate contributions off twp or 

more independent variables, X, to the variation of a dependent variable > 
f 15/ 

.Y"# — Analogous to analysis of covariance procedures, multiple 
regression analysis adjusts, explains and partitions the variance of a 
continuous dependent variable into a regression sum-^pf-^squares (between 
group) and residual sums of "squares ' (within group). 

In an attempt to test the previously stated hypothesis and, to examine 
potential extraneous variables, a series of multiple regression analyses 

^: 

we^e conducted. within each institution type (e.g., 4-year public, ^-^ear 

private, etc.). The dependent measures included the dollar amount 

awarded ta aid applicants in 1978-79 ^rom^ the following programs^; Basic 

Educational Opportunity Grant (BEGX3), Supplemental Educational 

% 

Opportunity Grant (SEOG), I?ational Direct Student Loaft (NDSL), and 
Callege Work-Study (CWS). Thus, within each institution type, five 
multiple regression analyses were conducted; one for each dejiendent 
variable. The independent variables,, inqluded as sets, were: 

U measur^ .of wealth (student eligibility index or expected 

parental contribution) educational costs (total tuition and 
fees), dependency status, and enrollment status; 

« 

2. gender, ethnicity, high school grade-point average, and class 
level (fresTiman^.. sq^omore, etc .) ; 

3. selectivity index of the institution in which the student is 
enrolled and size of the institution 

The first ^t contains thpse variables which have been postulated as i 
legitigj^|R factors in the allocation of financial aid. The second and 



— ^F.N. Ker linger and E;J, Pedhazur, Multiple Regress i<5!r^n Behavioral 
Research (New York,* N.Y.: Holt, Rinehart and Winsjron, 1973). ^ 
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third set represent possible extraneous variables which may be exerting 
an influfence^ in the distriBiyzion of financial aidj however^^^f^^e sets 
focus on different levels of variation. While the second set focuses 
exclusively upon student characteristics, the third focuses exclusively 
upon, institutional charact:ein.stics j thus, an examination of these three 
sets of predictors permits the^estinwt'tidn of the, effect of legitimate 
factors, and extranepus factors, both kt the student and ihstij^^utional T 
levels. According to our definition of distributive equity, most of the ^ 
variation should be accounted for by the first set alone, and the 
'ncremeatal v^lue of the second and third set would be expected to be 
minimal* The independent and dependent variables used are listed in 
Table 6. 5, ' \ 

^ In conducting the actual analysis, ^ the independent Variables were 
entered as sets' in!. a. hierarchical. fashion cons.istent;i with the abqve 
discussion of distributive equity* The fiirst seS^p^ variables, 
illegitimate factors) vfere forced into the i:egres&ian" aiialysis in three 
successive atepsi.^ 'First , the variables were entered as "main effects" 
(i.e*, thexr contribution\to variation the outcome t^ken independent 
of any possible, c6rifAift ion); s^^ondi, th^ two continuous variables . 
(student eligibility index pr expected parents* cohtributibh and cost) 
were eijtered* ak ' polynomial terms (squareti terms) to account for the 
flbpUnfekrity of 'the main ei*%cts (i.e», the r^ationship between need and 
level/<>f support is be^t represented by a series of incremental dteps 
rather than a single straight ''I in^)T^and third, all combinations of 
two-way interactions among the main effect variables were entered. Tlie 
^Dount of variance explained by the variables iij these three initial 
steps, therefore, represents the legitimate variation dn outcomes • In 
the fourth step of the analysis, ^ the set of student variables was entered 
to examine whether any -of these vairia^bles accounted for,- or redticed, the 
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TAB^^ 6.5: /INDEPENDENT AND DEPENDENT VARIABLES pIMPLOYED IN THE 
MULTIPLE RS^pRESSION ^ALYSIS: ACADEMIC YEAR 1978-79 



Dependent* 
Variables 



Independent Variables 



Legi timate^ 
fitst Set 



Extraneous 



Second Set 



Third Set 



BEOG $ 

.SEOG, $ 
NDSL $ 
CWS . $ 



Student Eli^i- ^ 

biXity Index 
Educational Cost 
Dependency Status 
Ejirollment Status 



Gender 

Ethnicity 
Class Level, 
M>ilitY 



Selectivity 
Siz^ 



Source: Student financial aid Tecor4,s* • 

^^aidual (unexplained variance), F^j^nallyy the two '"institutional 
variables were entered to determine if these variables accounted for any 
addit/ionar variance , ' 

The resultfe**t^f the analyses, within each institution type, are '/^ ' 
^ presented in Tables 6. 6^ through 6. 10, and are* discussed below. In 
general, the results o| the Analyses cpnfi;nn the l^pothesis on or^y on^ 

of the rxve outcome measures, BEOG dollar awards. The legitimate factor* 

^ ■ - • ^ ' •* ■ 

apcoJht for between 54 percent ^nd.^^ percent of .the.^ariail'^e in^i^C^ 

awards while cdntroilin^ for the type of institution attended." This^ 

' finfing^ demonstrates th*t the variables which were postulated as 

legit^^te factors ar^ indeed the primary dete];:miiiing factors in BEOG 

awarjls. To reiterate, these factors include t^e family wealth, 

."^ ^ » " , . ' * 

educational cost;, dependency status, and ^nifolljaent status. Not only do 

these variables have ^ statistically .significant (p < .01) impacfc on the 

outdome measure^ but the •inclusion of the additional variables fails to 



contribute signif icantfly to the increniprttal value of the R . 



is.' Selectivity WOvi?- not employed as a predictor, in the proprietary - 
'schools since there was* no such measure available for schools pf 
.'this type. ' 



V 



S 
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TABLE .6.6: 



RESULTS OF MULTIPLE REGRESSION ANALYSES (r2) lit 4 -YEAR 
PUBLIC SCHOOLS; ACADEMIC YEAR 1978-79 , 



Step Entry 



Dependent Variables 



F . r 


BEOG$ 


SEOG$ 


■ NDSL$ 


CWS^ 




First: - Mtin Effiects - 


.15 ■ - 


.08 


.08 


. i09 . 




Second - Polynomial Teraa 


.53 


.13 


' .08 


.09. 


V 


Third - Interaction Terms 


.54 


.15 


.12 


;10 




Fourth - Other Student Variables 


.55 . 


* .16 


.12 


.10 




Fifth - Other Institution Variables 


.56 - 


.20 


.14 


:i3 




Nuaber o.f Students 


526 ^ 
— —X 


158 


276 


262 





Sources Student financial aid records. " , 

TABLE 6.7: RESULTS OF MULTIPLE REGRESSION ANALYSES (R^) IN 4 -YEAR 



PRIVi)^TE SCHOOLS : ACADEMIC YEAR 1978-79 



^Step Entry ^ 



Dependent Variables 



A 


4i 


BEOG$ 


SE0G$ . 


NDSL$ 


CWS$ 




First - 


1. ■„■-., ■ ..... 1^ ■ 1 
-Main Effects 


.75 


.04 " 


-15 


.03 




Second 


- PolynDinial terns 


.77 


j04 


.15 


.04 ' 




Third - 


- Interaction /TeriBS 


.77 


.06 


.18 


.05 


* 


Fourth 


- Other Student Variables 


.78 


, .07 


.18 


.09 




. Fifth ■ 


- Other Institution Variables 


.78 


.07 


.23 


.10' ■ 




Number 


of Students 


389 


208 * 


402 ^ 


383 




Source: 


Student financial aid records. 


\ 
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TABtE 6.8! 



SESOLTS OF MULTIPLE RE^SRSSSlON ANALYSES (r2) in 2-YEAR 
PUBLIC SCHCWLS: ACADEMIC YEAR 1978-79 



Step Entry 



Depend^'nt Variables 



BEOG$ SEOq$ NDSL$ ' CWS$ 



First - Main Effects 


.64 




.33 


,17 


Second ' Pblynomial Terras ^ 


.65 


* 




.19 


Third - Interaction TeiJms 


• 70^ 


* 


* 


.30 


Fourth - Other Student Variables 


\71 


* 




* 


Fifth - Other Institution Variables 


.72 




* 


■k 


ifuiaber of Students 


182 


32 


23' 


81 



Source: Student financial aid records. ^^ , 

*The ratio of the number of predictor variables to the number of cases' 
was such that'the regression results would be' spuriously inflated. > 



tabu: 6.9: 



RESULTS OF MULTIPLE REGRESSION ANALYSES (r2) IN 2-YEAR 



PRIVATH^^Hi 



MULTI] 
iOdtS: 



ACADESIC YEAR 1978-79, 



pependent Variables 



Step Entry 



BEOG$ SEOG$ NDSL$ CWS$ 



First - Jiain Effects 
Second Polynomial Terras 
Third "interaction Terms 
Fourth - Other Student Variables 
Fifth - Other Institution Variables 
Ntuaber of Students 

i ^ . — 



.97 


.14 


.05 


.08 


.97 


.39 


.07 


.23 


•97 


.42 


* 


.18- 


.97 


* 


★ 


.33 


.97 


* 


* 


.50 


11? 


54 


75 


, 92 



Source: Student financial aid records, V ?/ 

*The ratio of the number of predictor variables to the auinbers of ca3(js||r 
was such that the regressicm results would be spur iouj^ly inflated. 
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TABLE 6.10! 



RESULTS OF MULTIPLE REGRESSION ANALYSES (R^/ in 
PROPRIETARY SCHOOLSt' ACADEMIC YEAR 19787? 



Step Eat^y 



Dependent >Variabl 



BEOG$ SEO( 



First --^Main Effects .03 

Second - Polynomial Terms .83 

Third - Interaction Terms .83 

Fourth - Othe;: Student Variables .83 

Fifth - Other Institution Variables .83 

Number of Students 129 




38 



32 



Source: Student financial aid records,. 

*The ratio of the nuiaber of predictor vamables to the numbers Of ca»es 
such that the regression results wonld be stkiriously inflated* 

/ . ■ . / ■ 

The results of the analyses on thy remaining dependent /variables 
(i.e., SEOG> through CWS), however, indicates /that althou^ the legitimate 

factors are accounting foi; a statiaycipally significant i;elatiQnship 

* '/*»/■ 

^ro98 most variables, the size 0/ the relationship is/relatively small 
(cell entries range from 5 perte^t to 30 /percent), t^reover, the 
inclusion of J:h& second and thi/td sets iftf variables/ in fliost cases, adds 
relatively more. to the vari^nye than tme inclusion/ of these same 
variables in the analysis ofi/sEOG awArds. Since the criteria which ar>e 
utilized in the "alloc at ion/of financial aid are/mora discretionary for 
the Campus Based program/ (i.e., iEOG, NDSL, ^nd CWS), it is not 
surprising to discover fct&t the "iiypothe sized legitimate factors are not 
as important, compare/ to BEOo/ in explaining how money is distributed in^ 
these programs^ Thafefore, this preliminary analysis seems tp indicate 
that institut'ionalAehaviotfs are a greater determinant of the Campus 
Based aid ^t^^rds^han what we have called legitimate factors. A mote 
detailed inalyats o,f this area is the subject of Chapter 8 of this report. 




/ / 
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Across institutions tjnejre is an expected moderately strong, neg^ative 
correlation between me jltndent's financial disadvantage (as measured by 
the/eligibility ihde^^) ^M.BEOG awards^ (-.31 to -•98). That i 9 , as one 
would expect, BtvkerJt$ yh^ have less need for external support (those 
with higher stud^nt/eligi/bility ratings) tend to receive less BEOG 
dollars than student^ vi'ifH a greater need for support. In, terms of cost, 
there is a simiiarlyi expected positive relationship between the price 
paid for educatfioiy ind pEOG awarda, which reveals that students in more 
'expensive schools /riafce we more BEOG monfey than their peers in less 
expensive schoDlsf. Wh^t proVides a rather interesting result, however, 
is the effect /of /inc^i^i^ing the polynomial term (SEI^) in the second 
step. The oWsew^d^n^n linearity of the- relationship ind ideates that there 
is an increasing trpn^d for ^^udents with the greatest financial need for 
grants to refqeiVe Che/ largest BEOG awards. While this may seem, on the 
surface, to/b^jratheW obvious, the data indicate that the relatignship 
between the/ ne^d 0oy^' support ai^d the ^X^vel of BEOG support orie receives 
is, to bdrcow /an economic term, more elastic at the lower end. To put it 



another wai 



:ect -of a decrease of one point in the SSI at the 



lower end lof .'the ; scale causes a greater increase iti the dollar value of 
the BEOG 'k\fafd than does a similar change at the upper end of the SEI 
scale. Ais skich^ the effect of the^ current BEOG disbursement process is 
to target a /relatively greater share of the BBJOG funds to those most 
economiclillv d :^s ^ van t aged. This finding jiupports the' intent of the BEQjG 
program /anc|' al^o|7the results presented id Chapter 5. 

Dis fc^ iAina^ / Ana lysis . ^ . 

Th^ LJ^uljiBjiof t^e preceding/multiple' regression analyses con- 
vincingly / deiabn^trate that the hypothesized legitimate factors are the 
crucial variables in 'the .'disburs^en^ of BEOG money. However, the 
resulttW dn th^f other p'rogram outcomes indicated thst these same factors 
.are n^lj is important. In the disbursement of non-BEOG funds due to the 
greadejt: deigtes/ of institutional discretionary power allowed. 
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Td further explore the latter result, a series of discr iniinant 
analyses were conducteci to determine which factors best differentiated 
between those aid applicants who received assistance from one of the 
three Campus Based programs from those applicants who were not 
recipients. Inc^other words, th^ analyses attempted to identify the 
variables which maximally differentiate recipients from nonrecipients in 
the Campus Based aid programs.' A more extensive analysis of this issue . 
is the subject of Chapter 8 of this report (actual institutional 
behavioral measures are used). The results of tJiTLS analysis do provide 
at least some indication of the variables whi-^h are important, or 
predictive, of receiving such financial ai^ 

As with the multipj^e regression analyses, the results of the 
discr*iminant analyses are presenj^d by institution type. The dependent / 
variable in each case consist^of a dichotomous variable: recipient / 
versus nonrecipient of a specific tjrpe of aid. The independent ^/ % 
variables, as before^ -int^lude the following: expected family / 
contribution, price of education (tuition and fees), cost, depen^^ency 
'status, enrollment status, gender, ethnicity, class level, hig^ school 
""grade-point average <academic ability), selectivity index of ^chooi, size 
of school, and various interactions between these ♦variables/ ^ 

- The results of .the discriminant analyses across instxtution types ^^re 
presented in Tables 6.11 through 6.15. In general, although the v 
di^riminant analyses are statistically significant ot>^ each outcome (due 
mainly to the size of the data base), the results in^dicate that the 
diacriminatLng variables in each Equation, are not ^^plaining much o,f the 
differences between recTpients and nonrecipients,/ The lack of practical 
significance of the discriminant function equati/ons c^n be seen by 
examining the canonical correlation which e^xpr^i^s the degree of 
relationship between the discriminant fur^^tion and the group of 
membership (recipient versu^ nonrecipient) .7 Analogous to R in 
regression analysis, the square of the/ canjbnical correlation indicates 
the proportion of variance in the di^r i^nantj^unction ex^>lain^ by 



TABLE 6 Air RESULTS. OF DISCRIMINANT ANALYSIS BETWEEN UNDERGRADUATE 

^RECIPIENTS AND NONR^CIPIENTS OF SEOG,'NDSL, AND CWS IN 4-YEAR 
gUBLIC SCHOOLS : ACADEMIC YEAR 1978-79 ' 



Independent^ Variables 



Standardized 
Diacriminaht. 

Function jx 
Coef f ieients— 



Canonical 
Correlation- 



Wilks*' 
Lambda- 



SEQG 

■ • 

Family Contriljution 
Race 

Dependency 

•Fanily Contribution x Cost 
Size 



1.23 

■ .52 

• .87 

• .40 

■ .37 



.24 



.94 



' NDSI^ 



Selectivity 

Family Cojitribution x Rao 
Enrc>llment 



CWS 




.19 



.96 



Size 

Family Contribution • 
Dependency 

Family Contribution x Cost 



- ,60 
-1.20 

- -.41 
.73 



• .17 



96 



Sojirce: Student financial aid records. ^ 

weights for the linear combination of variables which maximally 
diacriiainate^^ecipients from nonrecipients. ^ 

l^The canonical correlation coefficient expresses th^ relationship among 
the* variables in the discriminant equation and the variable 
-^pe presenting group membership (recipients versus nonrecipients). 
Ajialogous to R^, the canonical correlation squared is the proportion* 
of variance in the discriminant equation*expl^ined by the group member- 
ship variable^ 

Iks' Lambda is an inverse measure of the discriminating power in the 
discriminant equation* Aft lambda goes up^ the discriminatory power of 
the model goes down« 
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TABL^ 6.12: 



RESULTS OF DISCRIMINANT ANALYSIS 5ETWEEN UNDERGRADUATE 
RECIPIENTS AND NONRECIPIENTS OF SEOG, NDSL, AND CWS IN 
4- YEAR PRIVATE SCHOOLS; AC^EMIC YEAR- 1978-79 



Independent Variables, 



Standardized 
Discriminant 

Functioii 
Coefficients 



Canonical 
Correlation 



Wilks' 
Lambda 



SEOO 



^ Fan^ily ContributNn' 
Selectivity , \ 
Cost X Selectivity^ 
Faadly Contribution x 
Dependency 



1.99 
1.67 
1.56 
-3.07 

-1.06 



.37 



.86 



NDSL 



Failiily Contribution 
; Ability . ' 
'.Cost X Ability 

Family- Cbatribution x Cost 

Cost 



1.19 

r.i3 

-1.13 
.49 
- .28 



.31 



.90 



CWS 



Cpst ^ ' '. 1,72 

Coat X Ability ^ -1*22 

Ability .81 

Family Contribution x Coat » - .75 

Selectivity. - .68 

Size ' - .'38 



.38 



,85 



Source: Student financial aid records, 
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TABLE 6.43: 



R5S0LTS OF DISCRIMINANT ANALYSIS BETWEEN UNDERGRADUATE 
RECJ^IENTS* AND NONRECIPIENTS OF .SEOG, NDSL, AND CWS IN 
2-YeAr public SCHOOLS: ACADEMIC YEAR 1978-79 



' Independent Variables 



Standardized 
- Discriminant 
Fiinction , 
Coefficients 



^ SEOQ 



Canonical ^ ' Wilks' 
Correlation Lambda 



Cost X Selectivity 

Cost 

Size 

Family Contribution x Cost 



14.83 
-14.18 
- .67 
.54 



.36 



.86 



NDSL 

Selectivity 

Cost X Selectivity 



CWS 



1.15 
.64 



.27. 



.92 



Dependency 
Ability 
Enrollment 
Cost 



.67 
.47 
.39 
.39 



.3tf 



.9^ 



^drcei Student financial aid records. 
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TABLE 6.14: 



^ ' ' "* 

RESULTS OF )ISCRIMINANT ANALYSIS BETWEEN UNPERGRAOUATE 

RECIPI^S AND NONRECIPIENTS OF SEOG, NDSL, AND CWS IN - 

2- YEAR PRiyATE' SCHOOLS s ACADEMIC YEAR 1978-79 



Independent Vaxlables 



Standardized 
Discriminant 
Fimc cion_ _ 
Coefficients 



Canonical 
Correlation 



} 

Wilksl 
Lambda 



SEOG 



Cost X Selectivity 

Cost 

Size * 

Family Contribution x Cost 



14.83 
-14.18- 
-.67 
-.53 



.36 



.86 ■' 



\ 



NDSL 



Sise 
Class 



.89 

-.51 



.32 



' .89 



• GWS 

Selectivity 
Family Contribution x 
Dependency 



.85 
.57 



v 



Source: Student financial aid records < 
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TABLE 6.15: 



RESULTS OF DISCRIMINANT ANALYSIS BETWEEN UNDERGRADUATE , 
RECIPIENTS AND NONRECIPIENTS OF SEOG, NDSL, AND CWS IN ' 
PROPRIETARY SCHOOLS; ACADEMIC YEAR 1978-79 



*• 

Independent Variables 

,% , 


• 

• Standardized ^ 
Discriminant 
. Function 
Coefficients 


Canonical 
Correlation 


• • 

Viiks' 
' Laiibda * • 


SE09 




» 




. Glass Level 


.777 


..19 


' - .96 V 


Cost X Race 


.643 





NDSL and CWS 

— r 

(Insufif icient <^bservatiofia) 



Sources. Student financial aid records* 



the proportion of variance in the^ discriminant function explained by 
group membership. Across the five institution types ,11^ the proportion . 
of variance eylained the discriminating variables ranges from' 2 
percent to I4i|||ercent. /Consequently, it is ratiier obvious that these 
variables, while statistically significant, are not d^ggble^^bf 
sufficiently explaining how these program funds are alloeat^j^o 
students » Other factors are likely to be better determinants of a 
student ^s access to Campus Based funds. than those normally: considered to* 
be important. s 



17/ 

~'Due to the extremely low canonical correlaf;ions, the results of the 
individual analyses within each institution type should be viewed very 
cautiously. Indeed, when the discriminant function ^equation attempts 
to classify students into a recipient and nonrecipienf group,. the 
classification results ii?,-a large perc^ntage^f msc^assifieations , 
(approxioiately 40 percent across all analyses). Con*equently, an 
in-dgpth treatment and discussion of the discriminating variables 
is not warranted. . ^ ^ 



Appatjently, such global measures as school si^e and selectivity are 

not precise ajjd sensitive enough to isolate the critical factors involve 

' < " "* ■ * 

in the disbursement of financial aid of these' thr^fi j>rograms. As 

previously- no ted^, the awar4iEig of aid from these sources is. left largely 

to the discretion of the financial aid officer^ ThuSj'^to adequately 

e^oplaxn the packaging and awarding^of these sources of aid,^ it is * 

imperative ,that specific program management practices Ve . linked to the 

selected outcome measures* The identification and^ examinati^ ot 

specific packaging activities and procedures shojald provide S*, better/ 

understanding of the variables ^d practices deejaed important in the 

awarding of discretionary aid* Chapter ^ attempts not only to identify 

and link the specif ic management procedurfs to the outcomes but;^ also to 

\ * * • ' 

identify and describe the procedures which ^xj||ize the equitable^ 



distribution of su^h aid. 



f 
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VERTICAL EQUITY: Tte IMPACT OF FINANCIAL AID ON . 
RATES OF PASHCIPATION IN HIGHER EDUCATION 

INTRODUCTION** ^ • . * 

The equity of the 4i^t'^i^^tio^ studetU: financial aid funds is 
exasiined in this chapiter as a problem in increasing the rate of 
participaSSion in higher ^education for various categories of students. As 
previously discussed, one of the central objectives of student financial 
ajld is to ^'inicjrease student access to some, form of postsecondary 
educatiosi*'*-^^ This aspect of the financial «aid system is a segment of 
what we have chosen to call vertrtal equity * That is, it is the intent 
of Hioancial aid to affect the behavior of different types of students so 
aa to raiife their propensity to* participate in higher education 
Implicit in such a goal, however, is the assumption that there exist 
"natural" rates of participation which,. in the absence of economic * 
assis|:ance^ are in^some way socially unacceptablet 

President Nixon, in his first higher education message to Congress , 

* ■% ' 

(March 19, 1970), suBsacd up the government's commitment to improved 

/ • ■ ' 

|[cicess to postsecondary education: ^ / 

■ * ■ ^ - . ^ 

No qualified student ;5rfio wants to go to college should be barred 
ijy lapk of money* That has long been a great Ainerican goal; I 
proifose" that we achievte it now. Something is basically uneqijal 
about 'opportunity for higher education when a young person w hose 



franc is Keppel, NationaV'Task Force pn Student Aid Problems; Fipal 
Report. (Washiii£ton» jD.p'.: U.S. Office of Education, 1975), p. 7. - 
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family earns more Chan $I5;000 a year is nine^times more likefy 
.to -attend college than 4 young' person' whos* family earns' less 
than $3ypOO, Scwiething is basioally wrong with federal policy 
toward higher education when ^t has f^led to correct this ► 
inequity. ' \ * \ ' , 



This goal of Equality , of opport.xinity representis- an kttempt to gorrect 
certain 'existing patterns of social' mobility, i.e.i helping poor students 
to overcome their financial barrieVs* ti'^postsecondary *education.v*?ea'eraI 
.policy se«fc8 tt>- improye.. the opportunities of ifhe poor for hlg^r 
education and, in turn, to affect the underlying problem of social ~ 
ineqi/ality through thji delivery of financial assistance. 

As w^^Ahown-iaOi^pter 3, however, the chain of cans at ion. linking 
collage admission and ^nancial aid policies with inequality ^of 
- ppportu^ty. is long and complex-. TaKlan by itself ^ any 'one of t^ links' ' 
inyolvea fairly strong relationships (for example, the relation between 
educational attainment and occupational 'status) . But taken as a whole, 
jnputs oyie end of the bhain have onl^ modest effects at thp'oth^er. 
While student aid may have a -significant effect on equalizing 
oppojrtunities for college education, its ^ffett on et^ualiaing 
• .v9^<r.^^^^^ will 'be considerably weaker, and the effect oh 

•^:.«<^^^ wealth, weaker y«etk ^As Milner has^so weli'stated: 

*atteiiipt3^tig to. affect the stsfticture of economic iaequality 
throdgh. student aid at the college tevel is. analogous to trying 
to mov^ a heavy focic situated some distance away by pushing on 
^itvith 'a series of short sticks tied together to form a long 
V ^od* Although eaph stick may be quite Strong, and two sticks 

tied end to epd may provide a sturdy^'pole, a long series of such 
sticks is an 'ineffectual tool.£' . 

FinlEneial aid is not, then, likely to significantly .mediate social 
, inequality. Money is n<^ the only barrier to higher education faced by 
low-incQ(Be students—other factors, such as academic preparation, 
ability, and motivation, seem to be much more important. < 



y}&xti§f'%ilxievf The Illusion of Equality (Washington, D.C.: Jossey 
Baas. 'L&y^i. hn^. 



Bass, 1^72) , p. 45 
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MEASURING EQUITABLE .RiAfES OF PA5JICIPATI0N: METHODOLOGICAL CONSIDERATIONS 

With these caveae's aside, the problems posed by an attempt *to assess 
equi^ty . of the rates of participaton, in higher education are many: we 
mu^Lt decide iwhich student characteristics should legitimately affect the 
*|y in which ai^d is distributed and which types^f institutions are of 
cTone'eipi w|l must, ^cide ;what are "acceptable" rates of part^pation in, 
hx^ery^educa^Qn; and we must select la methodology for measuring the 
impact/ ox. aid \oit such partic^ipation.^ 

^ .With re^rd tp the first question, we have argued previous lyj that 
financial ai^^is intended to reduce an exj^sting inequality in the rates - 
of participation by, equalizing the fihancial* barriers that confront 
individuals of different iQcoine levels. Moreover y any pbserved' 
.differences in the impact of financial aid m^st be associated with 
financial differences in ^rder to be* deemed legitimate* One key 
.determinant of such a 'financial barrier is the level of wealth of the 
family; or rather, the family ability to pay for the student's 
education. We ahould, then, expect 4:he student ^s family -income to be a 
key characteristic acros^ which rates of partTcipatipn should be ; 
equalized. A true measure of ability to pay (such as expected £amily 
contraction) would be preferabfle; hoWbver^ our data do not permit' us to 

calculate 'buch a figure for nonaided students. Therefore, family income^ - 

i\ • , ' 

will serve here as jr proxy for this more ^icact measure.* 

■ ^^^"^"^ "\ ' ■ ' 

With respect to relevant institutional characteristics, our stress on 

« 

the' ^'financial aspect of student aid ilnplies wa would expect" it to have 
its greatest impact across categories of educational cost (here defined^ 
as ^Urtime undexpgr^duate tuition and fees). That is, for students with 
the same ability to pay, the ben^its financial aid should increase : 
positively with educktTional cost. Combining these two factors, then, 
financial a^d should have the greatest impact on participation ^or the 
most economically deprived students in the highest cost institutions. 
This Is not to imp%^ that it is the. intent of Federaf policy to BK>ve poor 
students into expensive institutions, but rather that. the point of 
congruence between high cojst aftd low wealth provided' the clearest test / 



7.3 ^ % ' 
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• for the impact of financial aicj* As As^in and Bayer— have noted ^' a 
critical issue .related to student access is the ability to attend an > 
affluent and^prestigious institution: * not only does such, an institution 
offer the student a rich learning experience, but^ also may provide 
"'fringe Ijeaefits" insofar as it facilitates his or her 'entry into 
graduate or professional schaol and into a high srtatus occui^ation. 

The next question to be addressed is. the specification of an 
acceptable '-rate of participatiort in postsecondary education. For clarity 
in discussion^, we shaLl use one ex^ple — students -with different levels . 
of income participating -at institutions with different levels of*co4t. 
'Jiowerver, the general methodology will be the same for any othei;: 
comparisons ✓ According to the ygument made in Chapter 6, the logib of 
tl>& financial aid program is as follows: .. 

• Students , with low levels of family wealth ^f ace finailcial 

barriers to ^ligher education and therefore participate at 

unacceptable rates Financial aid is^ offered to them to reduce 

the barriers and raise their rates of attendance. 
♦ 

In evaluating the impact of financial aid on access to higher education, 
therefore,, s^e* are ciJncerned with "shifts" in the pre'-existing rates ^f'^ 
participal;ion. Ideally, we would like to compare the behavior of 
individuals before they' received aid to their behavior after they receive 
aid* Any observed shift would then be attribu^^le td the intervention 
of student "aid* Unfortunately, we do not haye such longitudinal dat^a. 
^t best, we can dompare, at similarly pri^<fed institutions, individuals 
who receive ^(iid^ with those individuals at tl>e same level of income who do 
not receive aid', ff they are matched on income and educational costs, 
the assumption is that nonrecipients ought to provide a good indication 
of individual behavior in the absence of aid. ^ . ^ ^ 

The key issue underlying this comparison, however,. is whether or not 
the recipients and .nonVecipients who report the same income -actually are 
matched in terms of family wealth, or rather, on their ability to pay* 



^^^H.S. Ascin and A. E.. Bayer, "Sex Discrimination in Academe," 
EducatiW.l Review, Vol. 53, Spring 1972, pp. 101-118. 
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In terms of the data froitf this study, the question is how well family 
income is correlated with\our measure of wealth — the expected family 
contribution. While not ]i^rfeCt, it was found empirically that these two 
variables do correlate at a level of 0.62 which we believe provides an 
acceptable basis of compari$on between recipients and nonrecipients using 
the single income variable. \ ' • * . 

A ' ' ' 

Having determined that there is a basis for comparison, the next 

question becomes "What constitutes an unacceptable rate for a particular 

type of school?" In essence, we need to define the barriers to be , 

overcome by financial aid and to determine the types of institutions in 

\. ^ ^ . . . ^ 

which aid' is supposed to increase the rate of participation for the 

target population* Needless to Bay, such an exercise can be politically 

_ charged and strongly value^l^den;* it entail3 the definition of what ought 

to be the result of financial aid, ' Therefore, in an effort ^to avoid 

.imposing our values on the data, we have adopted a strategy that^ takes an 

empirical approach to the definition of barriers and norms and to^he 

. \ 4/ . 
merasureipent of shifts in participation.— Accordingly, we will define 

the. b'arrier to be overcome as the point which the .rate, bf 

participation in postsecondary education of recipiepfts e^^ceeds that of 

lionrecipients. That is, when we compare the distribution. ofu recipients 

to that of nonrecipients, we discover a point at which the recipient * 

participation consistently exceeds the nonrecipient^articipation. Abdve 

this point, the .receipt of financial aid makes a diffe^rence, i.e., 

students with equal abilities to pay are separated across this 

barrier — those above it are more likely to recipients wiiile those 

below it are more likely to be nonrecipients* 



Examine,, for example,v t^e results for independent students presented 
in Table 7.1. Of all recipients with incomes between $3,OG0 and $5,999, 
38 percent attend schools which cost betwe'gn $0 and $500 (educational 
cost defined as* full-time tuition and^ fees), 21 percent attend school? 
Which cost between $501 and $1,000. etc. In contrast, 61 percent of 

■ • 'i 

l^For an excellent- example of the use of such ap etap-irical approach to 
She developaent of "equity norms," see Lester C. Thurow, <The Zero-Sum 
Society (Nev York, N.Y.:" Basic Books, Inc., 1980), pp. 200-202. 
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,'rABLE 7.1s 



perce: 
stude: 




ICIP^ION FOR UNDERGRADUATE INDEPENDENT 
L^ELS OF EDUCATIONAL COST,. BY LEVEL OF 
mt / ACADEMIC YEAR 1978-79 



otal Family Income* 



$0. - *50O 

$501 - Wodo 

$1,001 •/ 1,500 
$1,501 /- 2 ,00 

$2,oog/t/ 



$3,000 - 5,999 $6,000 - 8,999- $9,000 + 

■' 

NR 

55 
23 

/04 

/ 

' 11 
07 



R 


NR 


R . 


NR 


R 


38 


61 


43 


'•55 • 


,35 


21 i 


23 


22 


23 


1^ 


14 


06 


06 


- 05 


08 


11 


05 


11 


07 




16 


05 


,18 


10 


^6 



Sourct: l. §cti4.«iii4 Survey. 
%/w ^ NWedipients 



nonr^cipijejiys with incomes -in the sane range attend schools .which -cosi 
between ^0 ^ $500, and *23 percent attend' schooj-s which cost $501 to 
^I,j3d0. / t4 both af these c^tegoiyLes of educational costs, the rate of 
-p<«ticipal;^on for nonrecipieots with inotxaeS between $3,000 and $5,999 is 
greater ' pl|in for receipi^lfs with the s4me incomes; However,' for all 
categorji^j^ of higher educational cost,' the rate of participation for 
recipiejnjti is significantly^ higher than nonreci^ients. It would .seem, 
then, Chap for independent students, aid is associated with a histher rate 
of participation at schools with costs of $1,000 or more. If we look 
*acro$8 jail of the income categories in Table 7.1,t we observe that the 
locatio^ of the barrier is ^^qu^;^^ consistent for indepejident students » 
occurritig at $1^000. Thus, in our exasiple for independent students, we 



\ 



woil4 fassume Hh^t the target category of school at which aid is intended 
toi i|i|reasi ti^Ce^ of participation is the high cpst schools; with high 



cc|St| jpef|ned pi, 000 for inde^ndent students 

fore^moVi^ig on to the final methodological q^uestion, it should be 

• . • " *> 

me of these statements should be taken as implying 

- I ■ ^ " * ' ' 

ckuiility. ' [whether aid actually causes the observed higher rate of . 

f or whether those who go to more expensive schools happen 

ikftiy to receive aid because the schools are' more* expensive, 

i>|termined by our data. . We have only observed a correlation. 

■pxl^ co^relsition between aid and participation at higher cost schools is", 

otii^erl, /codsistent with our expectations and, the logic of the aid 




pr 



the 



Therefore, for the purposes of this analysis we will attribute 



difference in participation" rates to the presence of aid,; and we 



sha .1 pxoc^^d to, measure its impact in these terms. ^ 



th^ fijml njethodo logical -point to be addressed is' how to measure the 
impkctjof financial aid on participation. That is, having defined the 
ie:^,^we next wish to examine the relationship between ittcome, 
nC|lLal l^iid, and rates of participation at ,the target category of 
titj'titi<«i^ (i.e., high .cost, schools) . . How this- is done, however, is 
blimatic* Precis^ meaauttes of inequality^ *as Allison^ ,ha« ably^) 
idnltraKed, abound in the literature, and each iturolves different 
e<iretiqil and normative assumptions. Moreover, the "...choice can, make 
4ij^fer*jhce."-' .While the, reader can obtain 3 review 6f this debate ^ 
e^^eirher^ /the Allison arti<(le provides a good^start) ,^ it should bejjcept 
iWmnd/ikhat the results obtained are related to the approach selected. 
7(It ihJ ^urpoBB of this analysis, we have chosen to use a measure df^— - 
S^rticM equity based on relative aggregate differences. This method is 
liesC suited to the nature "of the data in this ^tudy and^ bein^ conducive 

I -1 



i^^pjai/i D.' Allisoti, "Measures "^of Inequality," American Sociological 
e^lev . Vol. 43, 19^78, pp..865-§80. , „ " . 

i^iiaiaon, ibid., p. 865. . ' 



to graphical ptfisfijntatioxif is very easily conveyed to a vide audience • 
For heurisjtic purposes ^ this framework is presented in Exhibit 7.1 using 

I hypothe tibial dacaf Three different aspects of the impact of aid that pan 

ibe exaiiu^e4 arje illustrated. 



The' fiirstr aspect is the shift in\-he ^'natural" rate of participation^, 



i.e.^r'Sy hew oany percentage pointy does aid increase participation?'' 



7 



(Exh;£b£t 7 /la.) Since we have argued that students in similar 
ci:ir(2^umstances (e*g*^ incooe and educational cost) are comparable f and 
t^t/nonrecipients that are similar to aid recipients provide )in 
iyd/cat^on of behavior in the absence of aid, this aspect entails the 
^ I^Ajcnldtion of the area between the recipient and nonrecipient curves. 
/Ideally* this would involve calculating the differencfe between two 

te^rals. However, considering the type of ^ data we h^ve available, we 
hali simply stmi the discrete differeilces between participants and 
n^articipants in each income category and take the average* 
Furthermore^ we can express this average difference as a percentage of . 
tl^ aver^ge^ recipient ^participation rate to <fiscern how much of (ihe total 
ipien^ participation ^ high cost schools is accounted for by aid* 
thematicully we can reple'sent this as follqji^: ^ 




Participation shift ■ ' £ \i ~ 



r 



Jsipact of Aid. 
j^T^rcent of Total 
Participation 



7 



i?artieipat£on Shii^t k»l - 

Participation _ ' X^^. 



^Ri 



7.1) 



(7.2) 



where i i " 



categories of student characteristics; 




!X|^" rate of participation of recipients in \he target ^category 
of schools! and 

* * { 

rate of participation of nonrecipients in the target 

categoicy of schools* 



resence of 
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Aaot'her uay tp conceptualize this shift is to asfc—^In the |> 
f inane iar aid, how do the categories or students that f^ce t|ie {greatest 
financial barrier behave?^' For example^ we might observe t^^t cjfependent 

■ \ 
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EXHIBIT 7.1: CWJCEPTUALIZING THE MEASUREMENT OF THE IMPACT Of, FINANCIAL 
AID ON RATES OF PARTICIPATION 
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a). 
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non-re'cipients. 



recipients 



participation shift 



RATE -OF PARTICIPATION 



. b) 




-c) 



Ui 

o 



d) 



o 



e) 



income adjustment 
effett 



RATE OF PARTICIPATION 0f 

'participation 
difference - aid 
recipients 




participation 
difference - aid 
non-recipients 



RATE OF PARTICIPATION 




over-compensation 



reni^ining 
Inequity non-r^cip 



RATE OF PARTICIPATION 




based 



- — • — remaining 
inequity recip. 
based norm 



RAfE OF PAP-^ICIPATION . 
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students *ith Incomes under $6r^000^ who receive aid^, have rates o£ 
participation equal to nonrecipients with incomes of over $18, 000 • Th6 • 
interpreta'Cion would be that the addition of financial aid has allowed 
the student with an ijic(Aie of under $6^000 to behave like one with an . 
incota« of over $18,000. Such a change will be referred to as an income 
adjustmant effect, allowing one category to behave like a wealthier 
category (Exiiibit 7.1b). ^ • ' " . 

The second aspect of the impact of aid on the rate of participation 
which we can examne deals with differences in rates of participation 
within the categories of recipient or nonr'ecipient '(Exhibit .7. Ic) . That 
is, "Do high-ittcoine individuals participate more than Ibw-ipicooxe 
individuals, and what ixsipact does aid have on this difference?" We would 
expect that the difference ^>etween the rate of participation for Tiigh- 
and lo^-income aid recipient^ would be less than the difference between 
the rate of participation for high- an4 lov-income .nonretipients. * 
Putting it another way, we would expect financial aid to narrow the 
'difference in behavior between high and^low incoioe- students. ^ 
. Estfeptially, we can coiBpare the slopes of the two distributions and 
detenai'he if aid works to reduce the slopes. Again, for the reasons 
jL^icated above, we shall use the ?ua of the discrete differences, rather 
than a true slope to coa^ute this measure. That is, "we will identify the 
hi^est rate o^ participation aiaong xecipient* and sun the difference of 
every other category from ^hat halimm. We shall also do the same for 
nonrecipients and tafte the ratio of the two. This measure of the impact 
of aid op participation difference* can, therefore, be represented 
iH^theaSatically as follows? ' , . 



i-1 



Participation Difference « T > - X-r ^ . " ' (7.3) 

.Recipients . , ■ ^(otBer) . 

, Participation Difference , T] \ ^ X,_/ , v ^ (7.4) 

for Nonrecipients I . k^i ^(^^ ^(other) . ^'''^^ 
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^13 



Impact - of Aid on - ' V " ^ - -^7.5? 

Participiition Difference i-i . 

(max) (other) 



It should be stressed here that a result of "0** for the ratio would be 
the "best** outcons^ implying a: state of equality; simi^larly^ a result of 
\^uld mean that aid had no impact on participation differences^ 

to this pointy we have made a concerted effort to construct measures 

which aref to the extent possible^ ^value-free. That is^ we have measured 

HP * . . 

only tbe^ actual impact of aid using empirical comparison! • The third 

aspect of the impact of aid (i»e^, the remaining potential inequity that 

can be eliminatec^)^ however^ must be tied -to^a normative ilisertion* The 

difficulty which arises here is the determination of what the ^ 

**acceptabl<f*^rate of participation should be*'^ What is 'the norm against/ 

which; the observed behaviqr should be evaluated? Two possibilities come ^ 

to mi^» The first would 1?^ the omximum rate of participation of 

nonrecipients* Here the' argument woulif^ be that the role of aid in 

changisig ratea of behavior ^gh.t to be to "equa^lize** the participation ^ 

the level of the *%(^t** nonrecipient r^te* This rate must certainly be 

•'acceptable In fact, ^ mi^t go further and, argue that the norm ought 

be the typipal- student who falls right iit the point) of aid Qxit-^ft. . ^ 

Ttie inference isT that the normative level of'behavior is the acttiaX l^el 

of behavior whic^h is observed for those individt^als who possess the 

minimum level of income whii&h diiiqtialif ies them for assistance* This 

;ieeii|ts to be the only logical as8\imptii>n .that one can makef for when a 

policyijaker declares that .aid will be given to individuals up to a 

certain point, the implication is that individuals just beyond that point 

must;!^ exhibiting an acceptable rate c>f behavior* They have. been 

officially declared not to need aa#stance to alter their current rate of 

behai^or; this is, of course, the classic idea of a *Nsieans test* 
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The closest^- approximation to such a norm for fiiiancial aid seems to ^ 

0 

be the dependent > nonrecipient'in the highest income category. However, 
in'the case iiAere^some category of recipients participate at a higher 
irate th^ all cafcagories of nonrecipients, this presents an anomaly* . 
Hdre we may have an "overcompensation" (see Exhibit 7. Id) where more 
students ate receiving aid than is necessary to achieve the target rate 
«f participation^ In one sense^ this excess rate, could be considered an 
inefficiency in the targetting of the financial aid sysfem* The second 
possibility for^ norm would be to use the hi^est ratd of participation 
observed among aid recipients as the norm (see Exhibit 7*le)p The 
objecjtive here would be ^o rallse participation to that maximum^ 

Where- applicable in "the a'nalysis, we shall calculate all three of 
these effects, nonrecipieht based remaining inequity, overcompensation, . 
and recigient based remaining inequity. Each p£ these will be 
represented as a percentage of the total shift in participation 'that 
would -have been necessary to "achieve perfect equality. . The following . 
mathematical formulas represent these three measures; 



Nonrecipient Baaed ^ ^ X _ - X where X X (7*6) 

Remaining Inequity ^ k-1 (max) i *i (max) 

, i T . • 

^ * max 

Overcompensation ^ X^jj^ - Xj^ where, X^^ . (7.7) 

* k»l (max) , i i (max) 



iNR 

max 



Recipient Based \ S^Xj^ ^ (7.8) 

Remaining Inequity \ k-1 (max) i 

- \ ^ ^ > 

^\ " max 

\ 

The remainder of this* chapter presents the results of these analyses 
using the data pro^ticed by this study* 
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EaCAMMING THE IMPACT OF FIKANOIAL AID ON PASTICIPATIOH Ilf HIGHER EOBCATION f 

' The Effect of Financial Aid on Access to Particalar Types of 

Institutions: A First Look 

■ ' ' 

In the previous section we used the example of independent students 
to defii^ the concept of barriers and target categories .of schools. It 
was shovn^ empirically, that aid seemed to shift the participation of 
independent students into schools which cost mof^e than $1^000* This^ 
th^n, w»s used to establish a "barrier," and we defined the ..category of 
schools with costs greater than $1,000 as the category at which aid - 
appears to be aimed for independent students* The results presented in 
Table 7.2 indicate that the barrier is not quite as clearly deaarked for 
dep^dent students • The sharpest di|^ision for these students is at 
$1,500. From our general knowledge about thie difference between 
dependent and independent students, a^%arrier" of $1,500 for dependent 
Students, cc»xipared to $1,000 for independent students, ^seaxos reasonable* 
Independent students have, on the average, a love t level of income and ^ V 
fewer discretionary resources. The cutting point o^^^rtiat they can afford 
no spend on education should* be lower* Furthermore* the evidence cited 
in the economic fcitudies has clearly shown that the^los^r the incooe, the 
greater the sensxtiyity to price (see Chapter" 3)* ^' ^ 

Once we move beyond educational cost^ we find that the barriers 
^ become less clear* This^s to be expected, since aid is fundamentally 

financial in nature and is intended to overcome cost barriers* Insofar 
\ as ^y school characteristics are related to cost, the barrier approach * 
works* When the characteristics are not related to cost, the relation- 
ship' does not hold; thus, for independent students by institution level 
and type of control, we find the barrier lies bettreen 2^ and 4"year 
public institutions and all others "(see Table 7*3)* On ^he average, the 
public institutions are the least expensive schools (even including the 
proprietary sector) ^ so that this follows the analysis of where t^he 
.barrier was for educational cost. For dependent students, the barrier 
seems to be at the 4-T^ear private level (see Table 7*4), but the line of 
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/TABLE l.lx PERCENTAGE OF PA§TICIPATIO^f FOR UNDERGRADUATE DEPENDENT 

STUDENTS AT VARIOUS LEVELS OF EDUCATIONAL COST, BY LEVEL OF 
TOTAL FAMILY INCOME: ACADEMIC YEAR 1978-79 



/ 

L 



Total -Family Income 







Less 


Than ' 


, $6, 


000- 


$ 9 


,000- 


$12,000- 








$6,000 


8, 


999 




,999 


• 17 


,999 


$18,000+ 


• 




Ri/ 


NR~/ 


R 


NR 


R 


' ' NR 


R 


NR" 


R NR 


$0 - 500 




34 


43 


30 


-39 


21 


37 


14 


33 


5 - 20 


$501 - 1 


,000 • ' 

•to 


18 


24 


20 


-29 


2^ 


34 


21 


33 


XI 30 


$1,001 - 


1,500 


7 




7 


7 


6 


6 


3 


6 


7 • 3 


$1,501 r 


2,000' 


18 


^ ■• 5 ^ 


. 15 


8 


11 


7 








42,000+ 




22 


, 22 


27 


, 18 ' 


36 


rs 


52 


22' 


|68 40 



Source: Student. Survey., ' ' 

i/r ■ Recipients \- ; . , 

^^NR • Nonrecipients - . 

demarcation is "itot exact. Generally, the 4-year private instftutions 
tend to have the highest cost? however, there are a number of other 
breaks that can also bs conjifidered. Several of the iijdividual 
comparisons suggest that the target category should be all 4-year 
institutions (public or private), .Other comparisons Suggest that the. 
target should be private education (2- or 4-year), Therefore, 'since the 
norm is not clear, we shall examine the impact of aid on t-ates of 
participation of various > types of students in using all three 
categories: 1) 4-year private education, 2) all 4-year education; and 3) 
all private education. Since the empirical barrier approach is ambiguous 
on these categories and the argument is so often made that one or another 
of th^se categories is the actual target of aid, each category will be 
investigated • 



TABLE 7^.3: PERCENTAGE OF PARTICIPAIION FOR UNDERCkADUAtE INDEPENDENT 

STUDENTS AT VARIOUS LEVELS. AND CONTROLS OF SCHOOLS, BY LEVEL 
• . OF. TOTAL FAMILXIlfCOME: ^(CADEMIC YEAR 1978.-79 



Total Family Income 
Lesi than 



$3^0. ^ $3,000 - 5,999 $6,000 - 8,999 . ' $9,OG'o + 



Ri/ NR2/ 



R 



4-Year Public^ 
4-Year Private 
2- Year Public 
2-Year Private 
■Prp-prietary 



28 
22 
25 
•4 
21' 



24 
13 
46 
2 

1-5 



27 
16. 
31- 
3 
23 



NR 
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■ NR, 


R 
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35 




^ 






28 ■ 


' 30 


28 


'34 


7 


13 ■ 


• 10 


32 


15- 


47 


.31. , 


45 ' 


- 20 


40 - 


1- • 


^ 7 
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'3 


- 1 


10 


21. * 


. 13 


17 


10 



Source: Student Survey, 
k^R « Recipient 

f Nonrecipient 



TABLE 7.4: PERCENTAGE OF PARTICIPATION FOR UNDERGRADUATE DEPENDENT 
STUIffilNTS AT VARtOUS. LEVELS -AND CONTROL OP INSTITUTIONS, 
BY LEVEL OF TOTAL FAMILY INCOME:, ACADEMIC YEAR 1978-7^ 



Total Family Income 



Less Than 
$6,000 

rI^ nrI^ 



$6,000- $ 9,000- r $12,000- 
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FqjF othe» categorizations of institutions, ijo empirical barriers *can be 
detected. Argupxents Jaave been made for and against large size^^iut no clear 
distinction has appeared. For region^ it does appear that aid has some minor 
effect in shifting students among geographic sectors ;^owever, as vith size; 
there is po a priori category to cjjoose as the target • For selectivity, on 
the other hand, we d6 have some a priori arguments to test (see previous 
statement by Astin). ♦We will, therefore, examine the impact of aid on rates 
of participation in nonseTective schools only, and in modi&rately selective and 
very selective schools taken together/ Thus,^ with the exception of 
selectivity, ^11 other categories will b^ dr'opped yfrom further analysi^^s ^^ 

^ The apalysis of^ the impact of aid on the rates of participation of *\ 
various^ t;ypes of students "at high-cost institutions' is' presented in 
Exhibits 7«2 to 7*5. At the outset, it should be stressed that the . > 

^results which are observed for' variables other than student income 
require further, scrutiny* Insofar as income has been chosen as the 
primary explanatory variable, any effects we attribute to other 
characteristics (e.g.^ ethnicity) mi^t arise from a correlation with 

^ income. ^ . " ' 

To recapitulate, the, distributions of both^ independent and dep^dent 
students prdvide a clear picture of the impact of aid on participation in 
hi^er educaticm. ^ In eaph' case> there i^ a marked incraasa in rate of 
participation in high^ost schools at every income level • For inde^ 
pendent students, the rates of participation for recipients are almost ' 
twice as high ^s those for noftrecipients. For dependent students, the \Im 

shift is not as great but is still significant. X)ne way to interpret 

I, ' 

these figures would be to point out that recipients with inccsne less than 
$6,000 attend at a" rate roughly equal to that of nonrecipients with an 
itfcome of over $15,000. This is the income adjustment gffect . If the 
object of aid is to equalize rates of behavior act:oss levels of income, 
aid h^s certainly had an impact. For independent students, the rate of 
participation foij every category of recipient exceeds the highest 
category among nonrecipients. 



FrQm the point of view of participation differences (i«e*> the 
differences between recipiients at differing income levels) ai^ does not 

^seem to have had a positive impact » That is^ for both dependent and ' 
independent students, there is a -larger spread among recipients than 
among nonrecipients • This apparent negative outcome will be examined in 
more detail below. Finally, with respect to ^remaining inequity , we 
observe that the recipient norm suggests a great deal of remaining 
Inequity for both recipients and nonrecipi-ents* However, with respect to 
the nonreciplent norm, there is a good deal less ineiquity and some 

, ove;rcQmpensation# The results are, therefore, unclear* 

The other characteristics, displayed in Exhibits 7«4, and 7«3, show 
clearly that there has been a shift," though it is., by no means as large as 
the one observed across income categories* Needless to say, to proceed 
with the analysis in ^raphip terms would be quite cumbersome; therefore, 
we next examine the summary tabular jresults (see Tabl? 7*5). 

The Effect of Financial Aid on Access: A Closer Look. at 
Participation. Shifts and Differences * ^ * 

As shown above, aid has the largest impact in shifting rates of 
participation for both dependent and independent students when examined 
across the, income characteristic* When .financial factors are considered 
in isolation (i.a*, ignoring the confounding effects of charactetistics 
.such as ethnicity), aid accounts for 47 percent of all recipient 
attendance for independent students (TaW^ 7.5, column 3, row 6). For 
independent students^ across other characteristics, aid accounts for 
between 43 and 46 percent (column 3, rows 7-'10) of attendance at 
high-cost schools^ For dependent students, aid across income tafcegories 
accounts for 41 percent of attendance (column 3, roy 1), but it accounts 
for less than 30 ^percent of the attendance' across other categories of 
stufient^ (column 3, rows 2-5). , . 
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EXHIBIT 7.*2: RATE OF PARTICIPATION AT HIGH COST SCHOpLS FOR UNDERGRADUATE DEPENDENT STUDENTS BY TOTAL KAMILY INCOME: 
ACADEMIC YEAR 1^78-79 • * 
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' / * ' INCOME: ACADEMIC YEAR 1978-79 ' 
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EXHIBIT 7. '4: ■ THE RATE OF PARTICIPATION OF VARIOUS CATEGORIES "0? UNDERGRADUATE DEPENDENT. \\ 
STUDENTS AT HIGH COST INSTITUTIONS : ACADEMIC YEAR 1978-79 
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EXHIBIT 7.5: THE SATE OF PARTICIPATION OF VARIOUS CATEGORIES OF UNDERGRADUATE INDEPENDENT 
V-l.' STUDESTS AT HI?H 'COST INSTITUTIONS: ACADEMIC YEA^l 1978-79 
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This fittding suggests a fundataeutally economic process underlying the / 
effect of aid on participation* Independent students with lower incomes 
and less discretionary income are most sensitive to educational cost and ^ 
financial aid* In fact^ if we examine the impact of aid across income 
categories for independent students at schools which cost more than 
$l,5CXh| the impact of aid rises to 54 percent. (Not shown in Table 
7*5*) Moreover t this sensitivity to price^ is less variable for 
independent than dependent ' students * ^ 

l&ile the impact of aid measured by participation shift is clearly in 
the expected direction toward greater participation^ the impact of aid on 
participation differ^ces runs counter^ to our expectations* That is» one 
would expect that financial aid would work to equalise the behavior of 
recipients with different incomes. Simlarly^ in the absence of 
financial aid^ one would expect the disparity betweei^t hig&- and 
low-income students to be greater than the difference between similar aid 
recipients. In 5 of i 10 cases^ however^ the change is in the wrong 
direction. For dependent students there is a 40 percent greater avetage 
difference (column 6^ r'bw^l) between categories for recipients than there 
is for nonrecipients* The increase (column 6, row 3) is even greater 
across race categories (900S}| though here it should be noted that the 
absolute numbers are quite small. Similarly ^ across inco^sie and age for 
indepenSents , there are large re'lative increases in differences also 
based on small absolute numbers* 

With regard to this last pointy since this impact measure for 
noneconomic variables (e.g.^ ethnicity) diverges so strikingly from the 
income figures » we cannot interpret them simply as a result of income 
operating as a suppressor variable. Furthermore, since we have already 
observed that aid has a large positive ii9pact on rates of participation 
(far larger, it should be pointed out, than the negative impact on 
participation differences) ^ the increase in participation differences can 
be interpreted as follows; In most cases aid seems to release, and/or 
augment, certain underlying propensities to attend , which results in 
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TABLE 7»5: THE IMPACT OF FINANCIAL AID ON RATES OF PARTICIPATION AT HICSi COST POSTSECONDARY INSTITUTIONS 
ADACEMIC YEAR 1978-79 " , ' 



St:u4<nt 
Qtaracteritticf 



Pfrticipfti oo* Shift 



PTticipation Difgercnce * Rtcipient lUsed Horn 



197 



Hoartctpient B<»ed No r« _ 

tlO) (II) (12) (13) 



Tmily Sacpue 


22 


i3 


' 41 • 


26 


19 


K4 


74 


35 


4 


45 > 


10 


16 


32 






47 




9 


1 


9»0 


51 


18 


3 


45 


7 


6 


13 






47 


27 


^ 4 


9 


0.4 


49 


a 


0 


45 


0 


8 


6 






44 




8 


7 


1*1 


49 


16 


10 


45 


22 


3 


'6 


Ability 1 

" 4 


7 


4» 


14 


5 


5 


i.o 


53 


9 


3 


45 . 


7 


- 6 


13 


lade pendent Student* (Govt 


$1000) 


• 


























20 


43 


47 

■ 


6 


2 




49 


12 


7 


45 


16 


3 


{ 

*6* 


KChnicity 


18 




, 44 


0 


5 


0 


41 


0 


' 4 


45 


8 


0 


0 








46 


1. 


2 


' 0.5 


40 


3 


6 


45 


13 


0 


0 






37 


' 46 ^ 


4 


1 


4.0 


41 


10 


7 


45 


16 


0 


0 


Ability 


18 


42 


43 


4 


5 


0.8 


46 


9 


4 


45 


9 


I 


2 


Sotirctt Stud«nt Survey* 












K f 
W 

















228 



229 



erIc 



Notes to Table 7.5 

Particxpatioa Shift k 

^vggggQ difference between recipient rate of participation 
in hi^ cost schools and nonrecipient participation in high-^ost 
schools. Equation 7.1 divided by **i^* (the sum of all recipients 
and nonrecipients) • ^ * 

(2) The ave:^^igar^ rate of recfpient participation in high^ost 
schools. Saaie as (1) but fpr recipients only. 

(3) The percent* of total recipient participation accounted for by * 
aid (Equation 7*2). > 

Participation Difference - * 

(4) The average difference , between the tnaicTtrnttB risicipient rate of 
participation and all other recipient rates of participation. 
Equation 7.3 divided by *'i" (the sua of all recipients and 
nonrecipiei^t.s) . ' ' 

(5) The avera ge difference between the aaximua nonrecipient rate of 
participation and all other nonrecipient rates of 
participation. Equation 7.4 divided by ^^V^ (the sum of all 
recipients and ttonreeipients) . ^ 

(6) The net iiftpact of aid on participation differences (Equation 
7.5). 

Recipient S^ed Norm ^ 

(7) HaxiiBua recipient rate of participation. 

(8) , Recipient based re^aininf inequity (Equation 7.8). 

Scnrecipient Based Ndrni 

(9) The average shortfall in rate of participation of those 
categories of recipients whose rate is less than the 
nonrecipient norm. 

(10) Nonrecipient norm \^ich is defined as the rate of participation 
of the highest incooie category of dependent nonrecipient 
students. . 

(11) Remaining inequity nonrecipient norm which is the average 
shortfall C9) as a percentage of the norm CIO) (Equation 7«6)« 

(12) The avsArage increment by which those categories of recipients, 
wbich are larger than the nonrecipient norm^ exceed the norm. 

(13) Overcompensatiba^ which is the average excess participation of 
recipients as a percentage of the. nonrecipient norm CEquatlon, v 
7.7 or (12>/(10)). . ' > ■' ' 
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increaaing participation differeQces in the presence of aid« Or^ to put 

it another^ way, we might say that the current distribution of aid, which 

* 

includes a, progressive scaling of the amount of aid in favor of those 

categories in deficit, is not sufficient to dampen op-^^^erride the 

differences in propensity to particip^ite / Here, it is important to 

strBss the fact that aid is scaled to try td reduce these differences* 

In Exhibit 7.6, we have plott;ed the rate of participation of dependent 

recipients in high-cost schools and%:he percent of the total educational^ 

Ik 

cost which they receive in the form of loans^and grants. It can be seen 
that grants are distributed in a sharply progressive fashion, to favor 
low-income students, y^t thp higher^income students still have a much 
higher rate of, participation* This is what we mean by suggesting that 
the current scaling is unable to compensate for the underlying propensity 
to pursue a postsecapdary education^ — while at the same time being quite 
successful in increas^^ participation* 

OxtB result of these findings might be a recommendation that aid 
should be redirected away from certain categories of students, or that. ' 
there ought to be a pore progressive diistribution of aid toward the 
categories in deficit* .However, here one must take into account whether 
or not the category has passed the^relevant norm* It .is certainly 
arguable whether one ought to reduce the rate of participation of any 
group which falls below the rionrecipient norm in order to reduce 
differences among recipients. Thus, we turn to the final analysis, that 
of remaining inequity* 

The Issue of Remaining Inec]juity > 

For dependent st^dents, those in the highest income category dominate 
the equity analysis in two ways. For the recipient norm, there remains a 
great shortfall in total needed assistance. On the other hand, when the 
nonrecipient norm is applied, a great- deal of "overcompensation" is found 
stemming mainly from the fact that a numfeer 6f student categories exceed 
the norm, tn this^iatte^r case, one could argue that the resources 
directed toward the upper income gtoups should be redirected toward lower 
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EJmXBIT 7.6: "rate 0Fr»&RTICIPATI01J AND VARIOUS FORMS OF AID AS. A PERCENTAGE OF TOTAI. BUDGET FOR UNDERGRADUATE 
DEPEJIDENT STUDENTS: ACADEMIC YEAR 1978-79 - \ 
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Source: Studeiit financial aid records* 



income groups • The loss in rate of participA«Lon at the tdp would he 
offset by gain at the bottom^ To put this in other terms ^ the reduction 
in participation "differences could be. accomplished without an increase in 
remaining inequity • 



For ixKlependent students ^ we cannot put forth a similar case* Here^ 
'reclaining inequity is between two and three times greater than 
overcompensation^ and overcompensation is quite small , so that^ , , 

retargeting aid would 'have to be very precise in order to reduce both 
overcompensation (and part;^cipation differences) without increasing 
remaining inequity* ^ ' . 

Across the other student characteristic's (see Tables 7.6 and 7*7), 
the remaining inequity is smaller than across the income categories for 
both dependent and independent students* As above ^ where this ia the 
case^ we suggest that income is the key variable, i.e*^ the observed 
dif f erencecf are related to disparities in income which are correlated 
with the other student characteristics* Therefore, targeting ^y 
redistribution toward income -should work to reduce any negative effects 
observed in the correlated variables* 

CONCLUSION 

Althou^ much of this chapter *has been devotee! to a methodological 
discussion -of our approach to the rather difficult analysis of th^ impact 
of financial aid on participation, in hi^er education using cross^ ^ 
sectional data, the results do provide some important conclusions* 
First, for both dependent and independent students, financial aid clearly 
increases an individual's chances of gaining entry into ^Igh-cost 
postsecondary -Schools* There is a marked increase in the rate of 
participation at every income level; for independent students xhe rates 
of participation for recipients are almost twice^ as high as those for 
nonrecipients; while for dependent students., the shift is less marked but 
still significant. One way to interpret these figures is to jobserve that 
recipients with incomes less than $6,000 attend at a rate roughly equal 
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to that a£*ixonrecipients vith in^mes of ' over §15,000* This is what we 
have called the incoiae ad justiaeuf^ effect * X£ the object of aid is to 
attempt to equalize rates of behavior across levels of income^ financial 
^4id h^s certainly had an impact. j ^ 

Secondly, while the impact of aid measured by participation shift is 
clearly in .the expected direction^ toward greater participation, the - * 
impact of aid on participation differences (i.e*^, the slope of effect) 
was found to run counter to our expect a;: ions. That is, whtere we expected 
that financial aid would work to equalize the Jbetiavior of recipients with 
different incomes, the data appear to indicate that, the .targeting of ^) 
financial aid to economic disadvantages is not sufficient to offset the"^ 
innate income-related' differences in the propensity to pursue 
postsecondary education^ . ' - ^ . 

The significance df participation differences or other noneconomic 
characteristics, (for both students and institutions) was found to be 
generally, related to the variable's relationship to the econcijiic factors 
Ce*g», ethnicity, type of institution). This being the case, the 
targeting of the aid distribution toward the financial circumstances of 
the family would appear to work to. reduce any negative effects^ that might 
be observed in the correlated variables. 
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TABLE 7.6! 



THE IMPACT OF FIN^CIAL AID ON RATES OF PARTICIPATION FOR VARIOUS CATEGORIES OF UNDERGRADUATE STUDENTS 
BY INSTITUTION LEVEL AND CONTROL: ACADEMIC YEAR 1978-.79 
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TABLE 7 #6: 



THE IMPACT OF FINANCIAL. AID ON RATES OF 'PARTICIPATION FOR VARIOUS CATEGORIES OF UNDERGRADUATE STUDENTS 
BY INSTITUTION LEVEL AND CONTROL: ACADEMIC YEAR 1978^79 (Continued) ^ 
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TABLE 7,7: THE I^ACT OF FINANCIAL AID ON RATES OF PARTICrPATION FOR VARIOUS CATEGORIES OF UNDERGRADUATE STUDENTS 
BY INSTITUXIONAL SELECTIVITY: ACADEfUC YEAR 1978^79 



Cliaracterictic* 



PfrticiMtion Shift 

Til — tIt — m 



• Participati on Di£fer«nc« 

— ^ 



RecipieDl: B«»«d Hon 
(7) <4) 




Konrocipient Based Hon 





• 


k 


24 


17 


6 


4 




K5 


28 


^ 21 


33 


56 


60 


0 


0 






3 


22 


• 9 


19 


13 




K5 


31 


61 


35 


56 


63 


0 


. 0 


Cmadtit 




9 


37 


^24 ' 


5 


7 




0.7 


42 


6 


19 


56 


34 


0 


.0 






2 




11 


3 


I 


3.0 


21 


14 


37 


56 


66 


0 


0 


Abitity 




5 


27 


19 


18 






2.3 


41 


44 


28. 


56 


50 , 


0 


0 


* DepiiKiciit 






















ft 










laccmm 




4 


38 


11 ^ 


15 


22 




0.7 


50 




18 


56 


32 


0 


0 


Rue* 




6 


32 


6 


19 


17 




1.1 


41 


46 


30 


56 




0 


0 


Qmmdmt 




9 


64 


14 


10 


8 




1.3 


69 


14 


17 


56 


30 ^ 


0 


0 


Ag« 




6 


33 


la 


10 


16 




0.6 


39 


26 


23^ 


5^ ^ 


41 


0 


0 


Ability 




9 


35 


26 


"26 * 






1,2, - 


51 


39 


21 


56 


37 - 


0 

* 


0 


Stiective Schools 
































Iiuie|Mrti4tnt 
Ircom 




1> 


47 


28 


8 


10 




V 

0l8 


53 


" 15 


34 


81 


42 


*0 


0 


Rscs 




6 


46 


13 


21 


- 15 




1.4 


56 


38 


36 


81 


44 


* 0 


0 






7 


64 


H 


9 


6 




1*3 


; . 6s 


13 


18 


81 


22> 


0 


0 


Age 




9 


47 


19 


^ 9 


3 




3.0 


49 


40 


34 


81 


42 


0 


0 


Ability 




6 


52 


12 


14 


8 




K8 


65 


22 


'29 


81 


36 


0- 


0 


Eie pendent 


J 


































5 




8 


18 


17 




1*1 


78 


23 


19 


81 


23 


0 


0 






7 


55 


13 


33 » 


27 




1,2 


71 


46 


27 


81 


33 


0 


0 


Gender 




8 ' 


37 


22 


10 


11 




0.9 


42 


24 


19 . 


81 


23 


0 


0 


Age 




8 


63 


^ 13 


6 


21 




0.3 


57 


9 


13 


81 


22 


0 


0 


AbitUy 




" 10 


62 


16 


17 


a 






76 


22 


19 


81 


23 


0 


0 



Source! Studeat Survey. 
MOtKt See defiisitioiie 
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THE RELATIONSHIP BETWEEN INSTITOTIONAL PAQCAGIUG PRACTICE 
^ ^ AND TBE EQUITY OP AID DISTRIBUTION 



Existin^'f^ckaging practices often piroduce 
Ineiiisitable results* Students with similar needs 
often receive different packages. A :f«v 
institutions have gone so far as to burden 
students with large loans without first 
investigating their eligibility for Basic 
Grants. 

Reauthorization of the Higher Education Act, 
Hearings before the Subcoiooiittee on 
PostseCondary Education , House of / 
Representatives,. Part 8, July 19, 1979, pag^ 

86. ' ^ 



INTRODUCTION 



/ 



Aa noted in these recenj: legislative hearings, schools vary 
tremendously in the ways in which financial aid is packaged and dist>ursed 
to students. While some schools adhere to very structured guidelines and 
procedures in the packaging of financial aid, pthers utilize mor^ of a 
sttident-*specific approach in order to better meet the unique needs of 
their students. The analyses in this chapter are, therefore , an attempt 
to attribute differences in the granting of financial aid to variations 
in institutional award procedures. 

METHODOLOGICAL CONSIDERAXIbNS * * 

■ Such differences in the allocation of fixxancial aid, however, are not 
determined exclusively by variations in management practices at-Ihe 
institutional level. There are also differences amo^g students in their 
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need for financial aid and among characteristics of the various 
educational institutions? thus, differences in the awarding of financial 
Aid are contingent upon variations at both the institution- and 
Student-level. This type of analysis presents two methodological 
probleais which will be the subject of the following discussion — the 
appropriate unit of analysis and the choice of an analytical approach. 

To accurately examine the parameters ^ich determine financ^l aid 
outcomes,' it is necessary to link institutional-level variables (e.g., 
manageoient practices and institutional characteristics) with 
student-level variables (e.g., the financial resources of the students)! 
Whenever variables are linked from different sources, there is some 
concern about what is the proper *unit of analysis. In this study, the 
choices are eitWr the institution Xn-lJa) or the student (n-17,262). 
Obviously, this large difference in san^le sizes requires some decision 
as to the proper analytical unit, since the choice that is made will 
ultimately determine the number of degrees of freedom which will be used 
in the ensuing Malysis. ' * 

To confirm the institution as the proper unit of analysis, an 
empirical analysis was und^aken. Several researchers (e.g., Raizen. 
1974; and Darlington, 1978)- I^ave demonstrated how the variability^ in 
the data base can be examined to yield empirical evidence as to the 
proper unit of analysis. The rationale is that if there is more 
variability among students within' schools than across schools, then the 
appropriate unit of analysis is the student. Conversely, if the 
variability is greater across schools than within schools, the 
institution should be the unit of analysis. Since students were nested 



1 / ^ 

- S. Raizen, and S.B, Bobrow, Deaign For A National Evaluation of Social 
Competence la Head Start Chi'ldren , Report for the 6ilice of Stii\'i 
Development, Department of Health, Education, and Welfare, Rand 
Corporation, 1974? R.B. Darlington, "Methods, Issues, atad Some 
Illustrative Findings in Analyzing the Data on the Consortium on 
Developmental Continuity," (Paper presented at American Educational 
Research Association, Toronto, 1978). 
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withia institutions, the expectation was that the variability among 
schools was greater than that within schools. Using a one-^ay analysis 
of variance across schools on the d^>endent variables of interest 
(loan'-vork percentage^ self-help percentage and net-price percentage) > it 
was shown that this was in fact the case; thus, the empirical analysis 
supported the use o£ the institution as* the proper unit of analysis. 

The second issue deals with the choice of an appropriate analytical 
approach. Since schools vary both in terms of cost and the financial 
resources of the student body, a simple analysis of various financial aid 
oiitcooes without considering these preexisting dif fffrences would be 
potentially misleading. That is, the v/iriabion in outcomes, such as the* 
average toan^ork percentage, fluctuates with changes in cost and the 
variability of the financial resources o^ the student body. Therefore, 
in order to attribute differences in financial aid outcocies to the actual 
management practices of the school^ extraneous variables such as cost and 
family financial support must be controlled. Otherwise, the differences 
in outcomes may be attributable to these extraneous variables. 

While it was not possible to experimentally control these variables, 

♦ 

it is possible to. exercise ex post statistical control through analysis 
of i^variance proceduzfes or hierarchical setwise regression procedures. 

The choice between the .two procedures is completely arbitrary, since they 

' '2/ 
both yield the sam6 results. Coh^n and Cohen (1975)-' have pointed out 

that analysis of covariance iS merely an extension ^f multiple regression 

procedures, and have documented the correspondence^ of the two methods;* 

3/ 

Only when the assumption of homogeneity of regression lines— is not 



^^J. Cohen and P. Cohen, Applied Multiple Regression/Correlation 
Analyses for the ^bavioral Sciences (N. xli John Wiley and Sons, 

4»^This is an assumption of the analysis of covariance procedure. 

Simply stated, it requires that the relationship between the dependent 
variable and the covariates is not statistically different among the 
groups (i.e., packaging types). 
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satisfied does the choice of the method matter* When this assumption is ' 
*aot satisfied, analysis of covariance is not a valid procedure j thus, one 
must rely upon hierarchical setwise regression prociedures and include the 
appropriate interaction terms. Since the assumption of ^^^^gmogeneity of 
regression lines was, in this case, statistically satisfied for ea^ 
dependent variable, analysis of covariance procedures was employed * 

Analysis of covariance is ideally suited for the questions addressed 
in this chapter for several reasons* First, it allows us to control for 
initial differences on the two covariates^^ost and family contribution. 
V It enables us to examine the outcome variables as if all institutions 
were alike on these measures. Second, the method permits the u^e of 
continuous and categorical variables within the same analysis. Third, ^ 
the method allows us to test for significant differences across the 
levels of the categorical variable. 

As previously discussed, the ultimate aim of this' chapter is to 
attribute differences on financial aid variables to differences in 
institutional management procedures. Up to this point , /however, the 
variables involved in such analyses have been only vaguely men^^ned and 
described* In the next section, the varial^les which will be employed in 
the analyses are described in terms of their use in the analysis, how 
they are conceptualised, and at «hat level they are measured. 

DESCRIPTIQif OF THE VARIABLES* USED 

The variables which will be used fall into three categories; 
coyariatesj independent variables; and dependent variables. The analysis 
of covariance procedure tests for differences onl the dependent variable 
across"' the various' levels of the independent variable, while statis- 
tically adjusting for differences on the covariat^es. Each of the types 
of variables is described below. ^ 

^ Covariates . The covariates which will be used for each institution 
are the cost of the school program (the total full-^^time undergraduate 
cost of tuition and fees) and the total eiq>ected family Contributions ^ow^ 
the population of all aid applicants. Cost was recorded from the ^ 
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institutional questionnaire for each institution, whereas family 
contribution was^ aggregated from the student-level data. By using these 
two vari!kbles as covariates, the institutions were treated as if they all 
have the same values on these variables. 

Ind^epen^ent Variable . TfJ^e independent variable consists of one 

categorical variable which represents different packaging (management) 

typologies. These packaging typologies were created from a logical 

analysis of the data^provided by financial aid officer? aboulf their 

management practices. Each packaging typology has a unique set of 

procedures and guideVines which differentiates it from the remaining 

types. It should be jioted, however, that these packaging typologies are 

for the most part artificial constructs. They are^not rigid treatments 

applied in tfie same m^iner across all schlools claiming to use a given 

» 

approach # In fact^ miany aid officers were at a loss to describe even^t 
an elementary level how they awarded aid to students. Therefore, there 
is probably as much variation within practice as acroiis ^pracfidas and., 
more importantly, the .s^e packaging approach may result in dif^rentJ^^ 
outcomes across institutions. 

A complete description of the set of qharacteristics which comprise 
each packaging type is given in Volume I, Chapter 9, of this report • The 
basic underlying themes of each packaging tjrpe are sumoarized below: ^ 

1* Nonretumabl0 Aid/Self-help Ratio : institutions seek to 
equalizevthe ritid'of grants tc5 self^ielp support for all 
students; 

2. Fixed Grant : all students receive the same (fixed );leV^l ^f, 

nonretumable grant aid — self-Welp is used to meet the remaining 
need (for those students for whom the grant award meets their 
total need, po self-help is given); 

3* Fixed Self-help : this is titfe'^verse of (2) with self-help and . 
loans and /or work being the first source of*aid packaged; 

4* Fijced Work : thi^ is like (3) but the only self-help used is 
work ; 

5. Fixed Loan : same as (4) but loans ^re used; 

6. Floating Grants : all students receive some grant support but no 
fixed ceilings or floors are established — the approach reflects 
a greater degree of discretion than those above; 
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7. ^ Grants Float or Are Zero ? same as (5) but not all students 
receive some grant support} 

8» ' Package Based on Scholastic Ability s the awarding of grant aid 
is prioritized on^the basis of scholastic ability; and 

9. No Established Rules ; students are treated on an individual 
first-ccaae, ''first'-served basis* * * 

Due to the ^tremely small number of schools in categories 2, 5, and 
8^ these categories were eliminated frcmi further analysis^ Also^ 
categories 3 and 4 were combined ^into^on^ group due to their similarity 
and the low number of cases in each group* 

Dependent Variables * Each of the selgcted variables was expressed as 
the percentage of the student :,s budget for which it accounted; thus, 
loan--work percentage represents the percentage of the budget that is 
accounted fotr by the combined sources of loans and^work^ The variables 

are listed and descjribed below: 

/ ■ » ' ... 

^ !• loan-work percentage » the percentage accounted for by the 
combined sources of loans and work; 

2.. self-help percentage » the percentage accounted for by the 
combined sources of loan, work, and simner savings; 

3. net: ^rice pg^centage , the percentage, accounted for by the . 
combined sources of loans, work, sxmgiier savings, and any ^ 
unpackaged shortfall between all resources and the student's 
total cost of education* 

The three dependent variables are employed in the analysis in two 
di!^ferent ways* In the first set of analyses, the mean on each variable 
is Vxamined* An examination at this r level indi^cates only wiiether there 
is a difference across the packaging types in the average value of each 
dependent variable* In the second set of analyses, the coefficient of 
variation (see Chapter 6) of each dependent variable is examined to 
determine if the average variability of the measures differs across 
packaging types* Whi^ both sets examine the sdsae dependent variables, 
the analyses focus on different*, but complimentary, aspects of the 
variables* The first set examines the variables in such a way as to 
determine if there are any differences among the average amounts', whereas 
the second 9et focuses on differences in variations* 
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4s has been previously discussed, the .unit of the*" analysis is the 
institution; consequently^ student-level variables were aggregated to the 
institutional level. The aggregation of student level variables was not 
based on the total sample of students in the study^ but only npon 
full-time dependent students who were receiving some form of financial i 
aid# The restriction to include only the above sample was based on 
several factors. First, this subsample of Jjhe total sample represejnted 
by far the largest homogeneous group of students in the! sample. Second, 
since' independent students differ in so many ways from. dependent ^ 
students^ the inclusion oL independent students might have masked or 
contaminated the results l:7f the analysis* Thirds due to the es^tremely 
low ntimber of independent students in seme of the schools, an analysis 
strictly on independent students might have led to spurious or erroneous 
conclusions. 

THE FIRST MODEL: PROCEDURES WHiqH THE INSTITUTIONS CLAIM TO EMPLOY AS A 
PREDICTOR OF STUlffiNT OUTCOMES. 

An analysis of covariance on the means of the dependent variables 
indicates that there is very little difference in outcomes across the 
five packaging types. An inspection of Tables 8,1 through 8.3 reveals 
that only on net'-price did /the differences approach statistical 
significance (p <.09). After initial differences on costs and average 
family contribution are reaaoved from, the institutions only minimal 
difference^ are accounted for by the packaging types. This amount is 

i 

indicated by the unusually small sum-'of-^squaras for packaging type and 
the associated F ratios • 
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'tABLE 3.1: RESULTS. OF ANALYSIS OF COVESLANCE ON MEAN LOAN-WORK PERCENT- 
... AGE: ACADEMIC YEAR 1978-79 



, ^ * Source of Variation 


DF 


F 


Significance 


\ Covariates 
Packaging Type 
Residual 


2 
4 
141 


6.03 ■ 
.40 • 


.003 
.81 


Source: Aggregated Student Survey data merged with Institutional Site 
Visit Survey data. 


TABLE 8.2: RESULTS OF ANALYSIS OF COVARIANCE ON MEAN SELF-HELP 
PERCENTAGE: ACADEMIC YEAR 197;8-79 


Source of Variation 


DF 


S 


Significance 


• . 

Covariates 
Packaging Type 
Residual 


2 
4 
141 


9.33 
.45 


.001 
•73 


^ . . . . 

Source:^ Aggregated Student Survey data merged with Institutional Site 
^ Visit Survey data. . 


TABLE 8.3s RESULTS OF ANALYSIS 
AGE: ACADEMIC YEAE 


OF COVARIANCE ON MEAN 
1978-79 

j: 


NET-PRICE PERCENT- 


Source Variation 


DF 


P 


Significance 


Covariates 
Packaging Type 
Residual 


2 

4 ' 
141 


4.2 
^.1 


.02 
* .09 



Source: Aggregated Student Survey data merged with Institutional Site 
Visit Survey data* t 



Table 8.4 presents the means of the variables a fter adjusting for 
initial differences on the covariates. The similarity of^ the means^ 
across the packaging types again reflects the lack of significant 
differences, on net'^price^ which approaches statistical s^ignifi— 

cance^ do the values appear to differ substantially • The results on 
net^price suggest that the set of features associated with the "Floating 
Gra^t" packaging approach may lead to the greatest average net-price. 
However, due to the nonsignificant F| we 'certainly cannot impute a causal 

relationship between this packaging type and averag4 net-price""" 

» * ■ - - 

percentage. The results should bef^viewed only as suggesting such a 
relationship* . " ' 



TABLE 8.4: 



ADJUSTED MEANS ON THE DEPENDENT VARIABLES BY PACKAGING TYPE: 
ACADEMIC YEAa 1978-79 



Packaging Type 



Non- 

Returnable 
Aid/Self Fixed 
Help Ratio Self^Help 



Floating 
Grants 



Grants 

Float 
t 

or are 
Zero 



No 

Established 
Rules 



Loan Work Percentage 31.67 29*78 30.97 29.79 27.62 

Self-He^lp Percentage" 29.3 27.90 , 26.07 27.06 - 26.50 

Net-Price Percentage 48.04 . 49*86 ^ * 53.93 46.11 ^8.59 



Source: Aggregated Student Survey data merged with Institutional Site 
Visit Survey data. 



The results for each of the dependent variables, expressed as 
coefficients of variation, are sitramariged in Tables 8.5 through 8.7. In 
general, the rdJults of the analyses indicate that once initial 
differences on the covariates are removed, the differences on the 
dependent variables across the five packaging types are again not 
statistically significant* The significance of the F ratio for packaging 
type across the three dependent variables ranges from 0.56 to 0.64. 
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TABLE 8y^5:« RE§tILTg OF ANALYSIS, OF CQVARIANCE ON LOAN-WORK: ACADEMIC 

1978-79 



r 

Spurce of Variation 




F Significance 


Covariates 
*. Packaging Type 
Resxdual 

^ 


2 
4 
132 


11.9 .01 
.63 .64 ^ 

* 


Source: Aggreg^ed Student Survey data merged with Institutional Site 
* Visit Survey data^ ^ 


*^ 
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TABLE 8.6: ifouLTS OF ANALYSIS OF COVARIANCE ON THE COEFFICIENT OF 
VARIATION OF TOTAL SELF-HELP: ACADEMIC YEAR 1978-79 


Source Variation 


DF 


F Significance ' 


Covariates 
Packaging Type 
Residual 


■ 2 

4' 
132 


15.10 .01 
.68 , .61 


Source: Aggregated Stt^dent Survey data merged with Institutional Site 

Visit Survey dafa. ' . \ , , 

* • 


TABLE 8.7: RESULTS OF ANALYSIS OF COVARIANCE ON THE COEFFICIENT OF 
VARIATION OF NE^-PRICE: ACADEMIC YEAR 1978-79 


Source of Variatioti 


DF 


— : 

F Significance^ 


Covariatea ^ 
Packaging Type 
Residual 

y 


2 

4 . * 
132 


.38 .68 . - 
' .75 .56 


Source: Aggregated Student Survey Mata merged with Institutional Site* 
Visit Survey data. 


/ 
_/ 
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Althotigh none of the F ratiqs approach th^ customarily accepted 
levels of statistical significance, a^coi^sistent pattern can be detected 
by exafltining the adjusted means of the dependent variables across the 
five packaging types. The adjust?ed means for each dependent variable are 
presented in, Table 3«8« An inspection of the adjusted means reveals that 
across all tKree dependent variables, the "Floating Grant/Or Are Zero" 
approach has the bluest coefficient of variation. This indicates that 
relative to ([he'^an, the management practices associated with this 
typology result in the most variation on the outcomes, even after initial 
differences on the covariates are removed. To reiterate, though, as the 

r 

laonsignif icaat ratios indicate, there are no statistically significant 
differences ^across the five packaging types. Consequently, we can only 
suggest that the evidjg^ncle seems to indicate that this packaging approach 
may lead to greater variation than the other packaging types. 

The failure to lind significant di/ferences across the various 
packaging types may be due to the variability in specific practices 
within each of the constructs. Although each packaging type has a 
general underlying theme or set of features, there still remain many 
variations. It may also reflect the lack of correspondence between what 
financial aid officers claim to and what they actually do. This 
(potential problem is not unique to this study, bu^t is inherent whenever 
one 4:elies upon self-reported data. 

» In summary, it is difficult to draw definitive conclusions about the 
effect of the institution's packaging approach on student outcomes* Two 
possible causes come to mind: factors outside our selected mod^I are 
more ''likely to be associated with variations iVi student outcomes; or, the 
difficulty In measuring packaging practice has resulted in greater 
variations within the identified approaches than between practices. At 
this po^nt^ we believe the latter^to be the case. Financial aid 
packaging is a rather nebulous concept, which implies different things to 
different ixxdiyiduals. While we have attempted to impose a logical 
framework of packaging practice^ upon the schools, there are inherent 
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TABLE 8.8: ADJUSTED MEANS ON THE 


DEPENDENT VARIABLES 


BY PACKAGE 


TYPE: 




ACADEMIC YEAR 1978-79 




. *^ 






Packaging Type 








Non 




Grants 


—n ■ ■ ■ 




Retun^able 




Float 


No " 




Aid/Self 


Fixed Floating 


or are 


Established 




' K Help Ratio . 

■■PI f II, , , _ ■ 


Self-Help Grants 


. Zero 


Rules 




Lpan Work Percentage 99t«9 


104.1 100.1 


114.3 


86.2 




Self-flelp Percentage 87;i 


96.3 88.0 


105.9 


83.1 




Net-Price Percentage 60*9 


53.5 57.9 


69.7 , 


56.2 



Source X Aggregated Student Survey data merged with Institutional Site 
Visit Survey data. | 

problems in classifying instijtutxons into typologies based on^ 
self ^reported data. Therefore, in the next section of this chapter we 
will attesipt to further explore this area using packaging approaches 
empirically derived from data| pn student outcomfes. 



THE SECOND MODEL: THE EMPIRICAL APPROACH 

^ attempt to group iniititutions on an empirical basis u^ing 
student outcomes » a cluster aij^alysis was employed. This technique is a 
statistical method which permits the identification of groups of 
obaervations (in this example ] institutions) that are maximally similar 
<as ^measured on a' specified s0t of attributes) within clusters and yet 
which are dissiidlar from all;other clusters. It is particularly 
appropriate when, as' in this' (Jase, there is no a priori basis or 
theoretical information on whish to make classification decisions. 

The institutions were clustered using a set of five variables: 

!• the average net-price percentage of 'the student body; 

2, the coefficient of \^ariation on net^price percentage; 

i 

3. the average family contribution of the student body; 
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4* the avelr^ge calculated budget of the student body; and 
5. the selectivity o£ each school • 

^ ■ 

Thi$ 'set of variables was selected for several reasons: first, it 
includes the important input variable^ used in the disbursement of 
financial aid (e«g«9 family contribution and budget); second^ it provides 
a contextual description of institutions (e«g.y selectivity f and average 
student wealth); and thirds it provides a measure of financial aid 
^trtt^osaes (net-price percentages-average and coefficient of variation)* 
Using this set cff^^riables, the institutions were optimally classified 
into seven distinct clusters which are described in Table 8.9. 

An inspection of the table reveals that there \faa a wide range of 
differences across the clustering variables. However, when examined for 
specific management; practices (i#e., the data which were used to j 
construct^the padkaging types examined above) » no significant differences 
were fotmd to exist, ^us, while we can empirically differentiate seven 
distinct groups of financial aid outcomes, we can detect no noticeable 
differences wit;hin ^iie group in tern# of their .reporjied management 
practices* There <(re several possible explanations* First^^ it is likely 
that the questicmi* posed to tihe financial aid officers failed to capture 
the complexity the underlying construct. In fact, many financial aid 
officers found it extremely difficult to objectively define and 
categorize their method of ope^^ation. They simply were not used to 
thinking about their practices in such specific ways. A second 
explanation related to the measurement of perceived versus actual 
behavior. How financial aid officers perceive^their behavior 'may, not 
actually reflect their true actions. To the ei^tent that this is 
occurring, the data on outcomes will always be at variance with the 
reported treatments • 

Despite the inability to link specific man^emenfc pr^tices to 
financial outcomes, it: is possible to identify some distinctive 
differences on several salient characteristics across the seven clusters , 
ible 8.10). These are suxomarized on the next page. 
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TABLE, 8. 9: MEAN VALUE OF CLUSTERING VARIABLES BY INSTITUTIONAL GROUP: 
ACADEMIC YEAR 1978-79 



Clusters 





1 


2 


3 


4 


5 


6 


7 


ALL SCHOOLS 


9 


63 


47 


25 


5 


9 


3 


Net-Price 


49 


50 


52 


44 


60 


42 


44 


Net-Price Coefficient 


391 


195 


228 


189 


266 


199 


146 


of Variation 
















Family Contribution ^ 


94 


. 489 


835 


1785 


1209 


2219 


3557 


Selectivity ' 


349 


641 


633 


819 


0 


1068 


552 - 


Budget 


1607 


2941 , 


4158 


5231 


6307 


6709 


5613-^ 



Source: Student financial aid records* 
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♦ Cluster 1 consists of rather large, inexpensive schools with 
relatively low applicants to FAO ratios ♦ Seven ^f the nine 
schools are 2-year public, and two are 4-year public schools* 
The average family contribution of the students attending these 
schools is relatively low. Although the average net^price is 
relatively low, there is a great deal of deviation on this 
variable* 

9 Cluster 2 is comprised of very latge but relatively inexpensive 

schools. The ratio of applicants to FAOs is higher due to the 
\ large number of students attending such schools* The majority 

of the schools are public institutions (762 at either the 2- or 
\ 4-year level). As with the first cluster, the faniily . 
contribution of the students attending these schools is 
relatively low* However, it should be noted that the family 
contribution is over four times greater among Cluster 2 schools 
.than Cluster 1 schools. In terms of average, net-price, and the 
coefficient of variation, these schools are in the middle range* 

Cluster 3 institutions are relatively large schools* which tend 
to cost more than the previous clusters, but ate considerably 
less expensive than the remaining clusters. The number of 
applicaftted to" FAOs is toward the middle of the range* Most of 
the schools are either 4-year public or private (68Z) schools 
with students whose family contribution is vastly higher than 
the previous clusters, but drastically lower thcxi the rem^inin 
clysters* In terms of average net-^price and the coefficient o 
variation, these schools fall in the middle of the range* 

\ 
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mBI£ 8.10; MEAN VALUE OF RELATED INSTITUTIONAL CHARACTERISTICS BY 
CLUSTERl-MCADEMIC year 1978-79 



LUSTERs^C 



Clusters 



Var iables 



Tatal Undergraduate 
Bnrollflient Size ^ 3535 5306 3537 982 239 1962 599 

Average Undergraduatp 
Coat of Tuitioa . ^ 

asd Fees . 148 >72 1536 2645 2586 4281 2248 

Size of Financial . 
Aid Office (Average 

Nusiber of Professional ^ . 

Staff) 5.6 7.9 \ 8.1 3.7 2.0 5.5 3.2 

• Nuaiber of Aid I 
Applicants Per Office 

Staff . 192 249 247 262 143 , 257 200 

Percent Institution Type ^ 

4-Year Public 22 49 / 34 - ~ 

4-Year Private - 5 34 83 20 100 ' 33 

2-Year Public 78 27 11 - - - 

2-Year Private - 3 4 17 - - ^33 

Proprietary - 16 ;7 - 80 - 33 



Soujrce: Institutional Site Visit Survey. 



Cluster 4 institutions are relatively small ^ expensive schools 
with a rather hi^ ratio of applicants to financial aid 
officers. The schools are all private: 83 percent at the 
4-year level and 17 percent at the 2^ear level. The family 
cotitribution of the students is relatively large compared to the 
previous clusters. On the two outcomes, average ^net-price and 
coefficient of ^variation^ the schools in this cluster are very 
low. 

Cluster 5 is comprised almost exclusive! small, expensive 
proprietary schools with very few financial aid officers* 
Although the family contribution in these schools is relatively 
hig^, this cluster is extremely high in terms of the two 
outcomes . 
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• Cluster 6 contains large, expensive sctools with a relatively- 
large number of applicants to financial aid officers* All of 
the nine schools are 4-year private schools with an extremely ^ 
high level of family contribution^ * Although .the average 
net'-price is lowest among these schools, the coefficient of 
variation falls in the middle of the range. 

# Cluster 7 is a very ^smaj^l cluster (N«3) of small, but relatijrely 
expensive schools. They have a Ic^ number of applicants per 
financial aid offices. The low number of applicants is probably 
a result of the very large level of family contribution in these 
schools* The students in these schools also have very low 

' values on the two measures of n6t-price* Agaia, this is prob- 
ably a direct result of the greater ;family f inancial support 
which tends to ^reduce the financial needs of the students. 

While these clusters of institutions are significantly different on 
the variables employed in their construction, it is rather difficult to 
discern any pattern of relationship between the selected outcoo^ measures 
(i»e., the average and variation of net-price) and the institutional data 
collected in thi& study« At best, there appears to be a very rough 
positive relationship between the outcomes and the proportion of private 
institutions in* the cluster, 4:he proportion of 4~year schools and the 
average enrollment size. As the institution cluster becomes comprised 
less of small 4-year private institutions^ tij^e average net-price and the 
coefficient of tariation become larger. Similarly, there is a rather 
rough inverse relationship between the outcome measures aild the average 
budget^ the average family, contribution and the size, of the financial aid 
office (this is related to the previous positive relationship with 
size). In this case, higher budgets and *a less needy student population 
are related to lower average net-prices and lower coefficients of 
variation. While only approximate, both of these conclusions support the 
results observed in the previous chapter regarding the effect of 
^institutional access to financial aid' resources and the homogeneity of 
the student aid applicant population upon the chosen outcome measures. 
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CONCLUSION 

Although the intent of this chapter (i«e»^ to determine the impacj^^f 
institutional practices, upon student financial aid outcan^s) has not 
proven particularly fruitful ^ we are hesitant to dismiss the existence of 
such effect, simply on the basis of statistical cri^^ria. Based upon th¥ 
observations of our field staff and conver8ati9ns with financial aid 
officers « it is our belief thiU: there are discernible oaffereniles in 
Operating practices and, moreover, that these difference^ are related to 
the way in which financial aid is distributed.. Our failure to isolate 
such effects is a result, o*f the problems inherent in measuVingt for the ft 
first time, such a complex- f actors At this point, while we\ can iconclude 
that differences in treatment do dxist, we mist leave it to \utute 
research to ferret out the specific behavioral characteristics wnich are 
most closely' associated with their occurrence. \ 
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*> 
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Data Processing and File Documentation Report for the Mail 
Survey of Institutions 3^ 



Study of the Impact of the Middle Income Student Assistabce Act 
(MISAA) 



^Overall Achievement of Program 
Goal'S 
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APPENDIX B 

. THE CURRENT FINANCIAL AID PROGRAMS ADMINISTERED 
. . BY THE U.S. , OFFICE OF EDUCATION 

As discussed in Chapter 2, Congress has established within the U.S. 
Office of Education (USOE) a variety of student aid programs to remove ' 
the economic barriers to attendance at postsecondary institutions for 
persons from' ai; classes of soci-ety who have the abilit^' and desire to 
benefit from such education. To accomplish this objective, the Federal 
government offers three types of financial aid through five programs, all 
of which are based solely on the student's financial condition and are 
without regard to race, sex, his/her scholastic ability, desired course 
of study, etc. These programs of financial aid are divided into three 
types: 

(1) Loans? funds which a student borrows and repays after 
graduation or termination; including, 

a) ^National Direct Student Loan (NDSL) , 

b) Federal Insured Student Loan (FISL) or State Insured 
Student Loans (collectively known as the Guaranteed 
Student Loan program); 

C2) Grants (or nonreturnable aid)J funds which are gift: assistance 
and nee4 not be repaid; including, 

a) Basic Educational Opportunity Grant (BEOG), 

b) Supplemental Educational Opportunity Grant (SEOG); and 

(3) Work; a program in which iihe student may earn a portion of 

his/her educational costs while attending school, namely, the 
College Work-Study (CWS) program. 

Programs of Federal student financial aid%ary as to the degree of 
direct responsibility the- institutional aid administrator must assume. 
Those programs for which the institution has considerably more control 
and obligations-namely, the Supplemental Educational Opportunity Grant, 
the National Direct Student Loan, and the College Work-Study programs- 
have traditionally been called Campus Based or Institution Based to ■ 
signify this greater involvement. They are different from the BEOG 
program under which students apply directly to the Office of Education 
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for an entitlement which can.- Chen be carried to any school of their 
choice* The ^ount of the grant is outa^de the control of the financial 
aid officer* 

a . The Basic Educational Opportunity Grant , Program (BEQG)j -^ 

The BEOG program was authorized, under Sofepgrt 1 of Part A of Title IV 

of the Higher Education Act of 1965, as amended by the Education 

Amendments of 1972 and 1976. ' Its purpose is to provide eligible students 

-^ith a "foundation of financial aid to help defray the costs of 

if 

post secondary education."-' It is an entitlement program by which a 
student has the legal right to receive a grant if' all application and 

t 

eligibility requirements h^ve been fulfilled. 

The Basic Educational Opportunity Grant program is the newest of the. 
Federal student financial aid programs and is designed to provide a 
"floor" upon which other financial aid programs are built. Unlike the 
National Direct Student Loan, College Work-Study,_ and Supplemental 
Educational Opportunity Grant Programs, there is no institutional 
allocation process. Rather, the institution receives the total amount 
needed to fund all eligible students in attendance. Students may apply 
either by completing a USOE Basic Grant application, or by indicating on 
the ACT, CSS, State of Pennsylvania, or State of New Jersey student aid 
forms their desire to have the ^ata forwarded to the central processor in 
Iowa City where a nationally uniform formula, approved annually by 
Congres?.^ is utilised.- The result o? this ahalysis is not subject to any 
discretionary latitude on the part of the financial aid officer, who must 
merely apply the result to a Payment Schedule based upon the student's 
cost of attendance , (as defined by BEOG), and his/her enrollment status 
(half, three-quarter or full-time) and finally adjust it if the program 
is less than eight months in length or crosses the award period (7/1 
through 6-/30). Funds are normally disbursed through the institution, , but 
a school may elect to' have USOE make payaents directly to the student. 



y The material provided here has been "extracted from the Finanpial Aid 
Tool Kit, developed by, Ms. Alice Diamond for the National Association 
of Trade and Technical School*. 

y Basic Grant Handbook, 1977-78, p. 1-1. , 
,1 * ■ 
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(6ee be;o„, the Alternate Disbursement Syste. (ADS>.) The foUo<,ia. i. 
sunmary of the major program characteristics: 

°t """"P^y^W^. silt assistance applied for directlv 

through the Federal government. directly 

Minimum and Maxim„,n: During academic year 1978-79 BEOr ^ , ^ 

auards ranged from $200 to $1,600 fe / fS2 7 • ^"^""^"^^^ 
1979-80 the maximum BEOG avird "as'j^fs^d " $f 800? ^h' 
vary yearly depending uport Congresaional appr";! of^fundS 

' a"; rth"r::g™^^uL"3o"hf.'LS:rtr r'r 

program, as .if ^e cafel^'c^: us^B e^d llTrirTf'l^llZT 
academe year crosses the goverr^enfs a^ard period it I ' 
to file tvo applications-one for the period ^^Til^l. ^,, ' 

the first a.ard period, and the n.^rf^r't^^^^f L^-^eliod. 

yeaT"?ie° ''"'T ^^""^ ^ 

ai^ducuiic years. The exception to thiq iq in 

couae. which are designed to extend for five years or wherr' 
remedial coarsework necessitates one additionafyear tI ^^ . . ' 
has been attendine oarttimp an^ ^^ '^""'■'^t . ^ ^^^^^ the .student 

period of.entitleLrwi He^Lnorti'rrr"^ benefits, his 

. a maximum^f four (or five if I^?- extended so as to allow 

The BEOr ^r-k ' applicable) full "Scheduled Awards " ' 

The BEOG program monitors the number of periods of ^Ucrihli'T \ 

eu'b r^"'^"'-. '^"'^^^^ ^° less'than : ful ^fa' of ^ 

I b'i 1^^^ R:^r?:^!sEir '?h: "^""'t-r^' °^ ^heir'sL^dLf ' 
Keporcs kSEK). The ijastitutxon should check this 

:Su^?; ha-s^^^pCed!:" "° - -udents^i^^se ' 

' '° P«ticipat= in the BEOG 

d;5L""| F^--^^^^^ 

contrast Co the Campus Based programs, no time lag between 

eligible during' a given award period may receive their full 
entitlement for the vear ev^n .^7,. ^ 

receipt of RFOr I eligibility determination and 

receipt of BEOG authorization are not received until late in the year. 

£l£g£a m Eligibility ; Within an institution's course offerings 

:^:d'Sbr ^^^^^^^-^ - -^^^ible, whereas oth^r' 'may be 
declared ineligible. This relates to the length of the course and 
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whether a high school diploma or' recognized equivalent is required of " 
regular students . In addition to the program eligibility require- 
ments outlined , below for CWS, NDSL, and SEOG, to be eligible under 
BEOG, a program must lead to a degree or certificate in a recognized^ 
occupation. 

Student Eligibility ; Finally, student eligibility must be 
determined. In order to receive a BEOG, a student must: 

- !• be a U.S. citizen or national of the United States, <or^ 

resident of the United St^^es "for other than temporary purposes , 
as- evidenced by an 1*151 visa (permanent or resident alien card); 

2. be enrolled in an eligible program in an eligible institution; 

3. be enrolled at least half time (12 clock hours per^week). 
Awards for students who are enrplled at least half time, but 
less than full time (24 clock iiours) , are proportionately 

. reduced under this program; $ 

4. be making satisfactory progress in his/her course of study; 

K " - 

5» i?ot be in default on a loan obtained for attendance at the 
inatitutiofi or owe . a refund on a grant received at the 
institution; 

$« ^ be an undergraduate. If a student has received a bachelor's 

degree from another institution, he/she is ineligible to receive 
a BEOG despite the fact that the current level of training 
pursued is at the undergraduate level ar that the previous 
La^titiition was, ineligible; 

7t demonstrate financial need by means of the BEOG application. 

Student Application Process : The student obtains either a BEOG 
application, the American College Testing application (Family' 
Financial Statement — the FFS), the College Scholarship Service 
application (Financial Aid Form — the FAF), or if eligible to do so in 
the States of New Jersey or Pennsylvania, the appropriate state 
financial data collection forms. ACT, CSS, and the States of New 
Jersey and -Pennsylvania have entered into contracts with the U.S* 
Office of Education to' transmit the data received to the^ USOE 
processor for calculation. This system, called multiple data entry, 
is a boon to students and parents as it means that only a single form 
need be completed to determine eligibility to receive -both Campus 
^ased aid and/or BEOG. 

After the application is completed , the student submits it either to 
the need analysis servicer being utilized (e.g., ACT or CSS), or to 
BEOG in Iowa City if the regular BEOG application has been used* 



26 



B-4 

6' 



\ 



The processing cetlter, based upon a formula approved by Congress, 
^calculates the student^ s Eligibility Index and communicates this 
directly to the student's home^via a Student EligibiliLy Report (SER), 

The student submits his/her SER to the institution he/she plans to 
attend where the scheduled award is calculated based ^P^^^ the BEOG 
cost allowances for>^the school, the student's Eligibility Index,- and 
the Payment Schedule. Awards are further adjusted for less than 
full-time attendance and for academic periods less than nine months 
in lengths , - , 

The institution requests from the DHEW Federal Financing Systems 
CDFAFS), via the Monthly Cash Request Form, an amount of cash 
sufficient to award firs t payments to-those students startin^g classes 
during the month, as well as for subsequent disbursements^f or those 
students now qualifying for a subsequent payment. 

The' institution disburses the award to the student either by check or 
by credit to the student's account • In the latter case, a signed 
receipt or schedule of anticipated disbursements must be obtained 
from the student. The student must also sign an affidavit attesting 
to the fact that Federal aid dollars which he/she receives will be ^ 
used for educational purposes. 

Validation of USOE Selected Sample ; In ad^iition to the routine 
review which was always encouraged for financial aid officers with 
respect to a student sample selected by USOE, institutions will now 
be required to verify certain data elements before any disbursement 
of funds is made. This sample of 200, 000 'applicants wilt be selected 
primarily on the basis of criteria indicating a ^ligh probability of 
questionable data. A' student so selected will have his/her SER 
"flagged'' by an asterisk next to the eligibility index in the final 
award section. Additionally, the student will receive an - 
accompanying letter and Validation Form with the SER. All subsequent 
application correc^ons made by the student during the year^will also 
be flagged. \^ 

Award Disbursement ; Payments? must be made in equal amounts each 
semester, trimester, or quarter if the institution utilizes such 
academic units. If^the school does not have such divisions, at least 
two disbursements must be made per year: once at the beginning and 
then again ^o earlier than the midpoint of the* portioij of the 
student's Academic training falling in that .award period. 

( 

The Alternate Disbursement System (ADS) ; The Alternate Disbursement 
System provides payments to eligible students enrolled at eligible 
institutions which do not wish to disburse payments ^directly to 
students. / 
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Under the ADS system, a student completes Part** A of a *'second-stage" 
application (OE Forjn 304) and then subiiits it to the institution for 
certification. Copies of tHis complet^ form andjthe SER are then 
mailed back to the BEOG\ processor • Afjter process»ig, a Treasury 
check for the first payident will be jjwiled, along with instructions 
for applying for subseqiidtit payments (l^ia the Form 304-1). 

Application DeadlineV t Applications for awards to cover the 1978-79 
school year must^ h^e been received by the processor no later than 
March 15, 1979\ This was also the deadline for receipt of 
Supplemental Forms. Corrections to previously processed applications 
jTOC^tf^have been received by May 5- The exception to this is in cases 
selected for validation. 

Institutional Reporting Requirements ; Two types of institutional 
reports are required under the BEOG program: 

A. The Progress Report 

A report submitted three- times a year (Novemb^er 15, 
March 15, and Jiily 15) which assesses current expenditures 
in order to determine if the institution's authorization 
should be raised or lowered. 

B. The Student Validation Roster ^ 

An end-of-year r^^rtTf^^hich reconciles fiscal accounts and 
gives a per-studeat reporting of expenditures* 

^* * ThQ Supplemental Educational Opportunity Grgnt (SEOG) Program 

The Supplementil'^ducational Opportunity Grant program (SEOG) is the 
current name for the Educational Opportunity Grant program which was y 
authorized by Title IV, Part A, of the Higher Education Act. of 1965 (P^L.*^ 
89-329), as ^mended. 

The purpose of^ the SEOG program is to provide supplemental ^ants to 
assist qualified students who, for lack of financial means, wc^d be 
unable to obtain the benefits of pos tsecondary education without such a 
grant. i 

Type of Aid : j Nonrepayable^ gif t assistance for the exceptionally 
needy studencj. 



Minimum and Maximum : . SEOGs range from $200 to $1,500 for an academic 
year. If f:he period for which the awarid is being made' is less than 8 
months or 900 clock hourp , the applic^le minimum ^d raaxlniuni are ^ 



proportionately reduced* For example, if a student is enrolled in a 
six'-month course with 600 "clock hours, the minimum SEOG that could be 
received would be $150, and the maximum would.be $1,125. 

/ 

Cumulative Awards : There is also a maximum cumulative SEOG award of 
$4,000» Thus, if a student has received SEOG at another school, the 
institution must correspond with the other institution to learn the 
exact amount of the previous award. 

Institutional Eligibility ; In order to participate in the SEOG 
program, an institution must be certified as eligible by the Division 
of Eligibility and Agency Evaluation of the U.S. Office of Education. 

Program EligibiHty ; Within 'the school's cdxirse offerings, certain 
programs may be designated as eligible, whereas others may be 
declared ineligible. To be, an eligible program under SEOG, a course 
must be 6 months and 600 clock hours in length and, if a proprietary 
school, must admit as regular students pnly persons with a^igh 
school diploma or recognized equivalency or^ if a public or other 
nonprofit school, admit only students beyond the compulsory age of 
school attendance who can benefit fro& a pdstsecondary pVogram. 

Student Eligibility ; Finally, student eligibility must be 
determined. In order to receive an SEOG, a student must: 

1. be a U.S. citizen, a. resident af the Trust, Territories of the 
Pacific,^ or in the United States for other than temporary 
purposes, as evidenced by an 1*151 visa (permanent or resident 
alien card); 

2* be enrolled at least half time (12 clock hours per wee^c). A 
clock hour is defined as a 50- to 60-minute ^ class, Oricture, 
- recitation, faculty supervised laboratory, shop training, or 
internship; 

3. be makipg satisfactory progress toward a degree or certificate 
and be in good standing according to institutional standards: 



not be in default on a loan received for ^attendance at the 
iristitutsion or owe a refund on a grant received at the school; 




ptional'* financial need. Exceptional financial need 
as having a family contribution of less than one^half 
1 costs associated with attendance at the institution, 



Example:, 




tiJirWon and/ fees $2,00.0 

books and supplies , 175 

personal expenses ^ 450 

transportation 250 

room and bgard 1^ 600 

' a. ^ $4,475 

b. family contribution $^000 

R&sult; Student is eligible since family cpntribution (b) 
• is less than one-half student bud^^et (a). 

be unable to pursue the course study were it not for the 
SEOG, Because of the vagueness of this regulation, USOE has 
counseled institutions to take a common-sense -approach. It is 
not expected that a student would be required to borrow the ^ 
toaximum allowable or to work an unreasonable number of hours per 
w^ek. Rather, it is expected that attempts will pe made to 
provide some '^self-help" (loan or work) in each sjtiudent's 
package unless documentable justifications exist is to why this 
should not be done. 1 

be an ^ndergr^uate-*-whereas the training at the institution is 
alwiys considered to be ^^indergraduate in nature, it must be 
remembered that no student who has already earned a bachelor's^, 
degree may receive an SEOG. Therefore, if a student has 
received a bachelor^ s degree at another institution, hj^may NOT 
receive an SEOG by virtue of the fact that he is i3SS><?^gain ari 
undergraduate.* This is tru^ whether or not the- first school is 
an eligible institution.^^ 

f Application ; 



For the Institution ; The institutibn applies fqr the^ funds 
annually, for all eligible students, by means of the Tripart . 
Application. The Tripart is normally due in mid-October for 
funds beginning in July of the following year. 

In order to receive funds* an institution must be declared 
eligible by the USOE Divisi^bh of Eligibility and Agency 
Evaluation by January 31st^ of the year in which it will be 
receiving funds. Requirements for eligibility include national 
accre'ditat ion by thfe rele\fant USOE recognized accrediting body, 
course entrance re^Juiremeats of a high school diploma or 
recognized equivalency, completion of OE Form 1059, and the ^ 
signing of HEW Form 441, civil rights compliance* 



2- For the Student ; The student applies directly through the 
institution for such funds* An» analysis of 'the student's 
financial need and the submission of various other forms are 
required, 

SEOG "Matching'^ ; In determining the amount ofjSEOG to be awarded, 
the aid officer must bear in mind that a student re;ceiving SEOG must 
also receive an equal amount of some other^ source or combination of 
sources of eligible aid funds . 

The following are eligible sources of SEOG ''matching funds": 

1. College Work-Study 

2. National Direct Student Loan / . * 

3. Basic Educational Opportunity Grant 

4. Federally Insured Loan— ONLY IF A SCHOOL IS A DIRECT LENDER 
^ 5. Institutional employment 

*6. Outside scholarships from a private organization 

7. ^tate sc\iolarshipl^|||^ grants 

8. For other types of aid (i.e., grants not from a priA^ate 
organization or the state, and loan and work from any 
source) only if the institution selects the recipient and- 
determines the amount of the award. 

> 

Award Disbursement : An SEOG must be disbursed at least twice during 
a student's academic year. If the institution utilizes quarters or. ^ 
semesters, it must disburse funds according to these divisions. If, 
on the other, hand, it has no such academic terms, it is required to 
reserve at least half of the grant amount until the midpoint. No f 
funds should be disbursed until the student actually starts classes. 
The SEOG may be disbursed 1) as a credit to the student's account, 2) 
by a check to the student which is then endorsed over to the 
institution for institutional charges, or 3) by a check to the 
student for living costs. If the award is disbursed as a credit to 
the student's account, a signed receipt by the student must evidence 
th is d isburs ement . 

* ' / 

In the SEOG program, a distinction is mada between students who have 
previously received SEOG, and those for whom this^is the first 
academic year of their award. The first-year award is called an 
initial year (lY) award, with subsequent awards deemed continuing 
year (CY) funds. In other words, a student should not receive CY 
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funds until a full academic year has been completed and a new 
application, evaluation of need, and other .documents have been 
collected. — 

transfer B etween ^EOG and CWS ; - An institution is- permitted to 

^""^^^^^^ up' to lO^ei^cent of its highest allocation between these two 
programs . 

Reporting Ra<t:tiremeats : In addition 'to the annual application for 
funds (the Tripart Ap{^lication) the institution must file a final 
fiscal report on program acti^^ffies. This report is normally due 
August 15th for the year ending June 30th. ' 

The College Work-Study Program " • ' 

The College Work-Study (CWS) Program was authorized by Title IV, Part 
C, of the Higher Edi^ation Act of 1965' (P.L. 89-329); as amended. The 
purpose of the CWS program is to extend part-time employment opportu- 
nities t^ students who ar^ need of the earnings from such employment- 
in order to pursue courses of study ar institutions , of higher education. 
By subsidizing the part-time employment of needy students, the program is 
intended to promote the equality of educational opportunity at the' 
postsecondary level. 

Under the College Work-Study program, funds are provided to eligible 
institutions to' create job opportunities for their 'students who are in 
need of such earnings in order to" attend a postsecondary school. In 
profit-making, private vocational schools, all employment must be work in 
the public interest for public or private nonprofit off-campus agencies. 
No on- campus employment is permissible at these institutions. It must 
also be noted that proprietary schools may not hire students in nonprofit 
organizations which are owned or controlled by the school, or Sy the 
corporation, association, partnership or individual which owns or 
controls the proprietary institution. The only ^xception to the 
prohibition against "on-campus" employment would, be vocational schools 
which are incorporated as private, nonprofit ins/titutions and' are Uo 
recognized by the Internal Revenue Service. If -the institution is " ' 

incorporated as a Inonprofit entity, it may employ students at the school. 



ERIC 



37 



vS^^^ institution is responsible for all phases^ of program 
^administration including selection of recipient!, determination of the 
^ward, job developtnent , job placement, supervision, and maintenance of 
records. Under the CWS program, the Federal share of compensation is 
limited to SO percent of the^gross earnings.^ The agency must contribute 
at least 20 percent plus the employer's share of applicable taxes. 

Type of Aid ; FecJejraUy subsidized work opportunities for ne^f .-<4* \^'- 
students who elect to earn a portion of their educational ex|5ense^*-T# 

••■ Minimum and Haxiaum ; There is no minimum or maximum award, except 
that the student's need, as determined by an approved needs analysis 
system, may not be exceeded. Students may work up to -20 hours per 
week at wages set by the employer in cooperation with the school, 'but * 
not less than the applicable Federal, state, or local minimum wage. 
Students may be paid subminimum wages if the employer is eligible for 
an exemption from the minj.mum wage statutes. 

Generally, a student may not work more than an average of 20 hours 
per week while classes are in session, averaged over the entire 
• enrollment period. As many^'as -AO' hours per week may be worked during ' 
•vacation periods or at other times when classes are not in session.' 
However, fn institution may^rmit a student to averag^more than 20 
hours per week (but never mor^ than 40 hours in a given week) ^f the 
institution .determines that' the student ' s • need is so great that it 
cannot be met from the earnings of lower per-week hours. In this 
case ^documentation should be on file in the student's fclder. 

Institutional Eligibility ; In order to participate in the CWS 
program, an institution must be certified as eligible by the Division 
of Eligibility and Agency Evaluation o£ the U.S. Office of Education. 

Program Eligibility ; Within the school's course offerings, certain'* 
programs mdy be designated as eligible, whereas others may- be 
declared ineligible. "To be an eligible program under CWS, a course 
must be six months and 600 clock hours in length and must admit as . 
regular students only persons with a high school diploma or the 
recognized equivalency.. » 

Student Eligibility ; Finally, student eligibility must be 
determined. In order to receive College Work-Study, a student must; 

1 be ia U.S. citizen, a resident of the Trust Territories of the 
Pacific, o^i^r^ the U.S. for' other than temporary purposes, as 
evidenced by an 1-151 visa (permanenC or resident alien card). 
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1. be. enrolled at least half time (a miniiaum of six credit hours 
for colleg^e students, or 12 clock hours per week for vocational 
students) • A clock hour is defined as a 50- to SO^-minute class, 
lecture, recitation, f acul ty^supervised laboratory, shop, 
training, or internship. If the school is a Z-^year institution 
witl^ a summer break, the student may continue his CWS employment 
during this vacation period although he is not actually enrolled 

3. be making measurable progress towards a degree or certificate, 
and be in good standing according to institutional 'standards. 

4. .have fxnanci-al need as determined by a recognised needs analysis 

system. . • - ^ 

Method of Application : ^ 

1* For the Institution ; The institution applies for these 'funds 
annually for all of ^tsf eligible students, by means of the 
Tripart: Application, The Tripart is normally due in mid-October 
for funds beginning in July of^he following year^ In order ^o 
rceive funde, an institution must be declared eligible by the 
USOE Division of Eligibility and Agency Evaluation by Japuary 
31st of the year in which it will be receiving funds. 
Requirements for eligibility include national accreditation by 
the relevant USOE recognized rfRrediting body, course entrance 
requirements of a high school diploma or recognized equivalency^ 
the completion of OE Form 1059,^ and the' signing of HEW Form 441, 
* civil rights compliance. 

2. For the Student: The stude applie^s directly through the 
institution ^or such funds. Analysis of the student * s'^finan&i^l 

' need and the .Submission of various other forms are required. 

Award Disbursement ; federal regulations require that students must 

be paid at least monthly. However, most institutipns find that 

biweekly^isbursements "are preferable in meeting students^ needs, -tt 

is^.not acceptable to directly cr^dit^any of the Federal portion of 

thi^ paycheck; to a student's tuition account. Rather, if the student 

has outstanding institutional charges, the institution must ask the 

student to endorse all or a portion of the check. 

« 

The final concern is to assure that a student does not exceed his"^ 
eai;nings« Cumulative ledger cards are u^e(J for this purpose, and a 
'lefter toust be fnailed to student and supervisor when a student 
approaches his CWS award. Regardless of whetheV, the agency or the 
school is officially the employer, the school ^retains the 
responsibility for^'^eei^g that meaningful work is being performed.. 
Occasional visits tb the^job site will provide documentation of this. 



Job Location and Development: Program ; The Higher Education 
Amendments of 1976 provided for a special program^by" which the 
institution could use a portion of its Work-Study authorization to y 
. .help find part-time jobs for its students. The use of the funds are 
not to_ be limited to finding eligible Work-Study positions, but 
. rather can be used as well for locating jobs in the private sector 
for tieedy or nonneedy students, 

Summlr. College Work-Study ; If the'institution is a 2-year program' 
, with a summer break, students may be employed during that vacation as 
long as they have-'filed a statement saying they intend to reenroll in 
the fair. If, at any time after signing- such a statement, evidence 
is found that a student does not intend to reenroll, he/she must be 
terminated from bis job -tmiSiediately . 

Students Working' duriiig a summer period in which they are tiot 
enrolled must save the majority pf »their earnings for the next 
. . ^ academic year. Current regulations require that after required taxes 
•are deducted, a studefit's additional expenses may not exceed $300 or- 
20 percent ofgtoss wagds, whichever is less. Rare, well-documented 
ekception^ can be made to increase these "costs" incident to 
eri^loyment to $600 or 40 percept of gross wages, whichever is less. 

Reporting Requirements ;. In addition to th^ jnnual application -for 
funds (the Tripart), the institution 'must file a final fiscal report 
on program activities. This report is normally due August 15th for 

the year ending June 30th. 

* - • 

Transfer Between SEOG and CWS ; An institution is permitted to 
transfer up to 10- percent of its highest allocation between these two 
programs. ' ^ 

d. National Direct Student .Loan 

V 

The National Direct Student Loan program "(NDSL) (previously known as 
the National Defense Student Loan program) was established under Title tl 
of the National Defense Education Act (NDEA) of 1958 (P.L. 85-864), -,as 
.'amended. The Education Amendments of' 1972 (P.L'.' 92-328) transferred the 
program from thfe NDEA to Part E of Title IV of the Higher Education Act 
of 1965. The purpose of NDSL is to provide a loan fund at institutions- 
of higher education for the purpose of making long-term, low- interest* 
loans to qualified students in need of financial assistange. " To'be 
eligible, the student must pursue study on at least a half-time basis. 
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Ninety percent of new capital is provided by the Tedaral government 
with the remaining 10 percent being contributed by the institution. As 
with the other' Tripart programs, the full administration of the program, 
including loan collection, is -the responsibility of the institution. 

An important element of the NDSL program Is its revolving nature. 
That is, as students repay loan obligations, these/funds are redeposited" 
in the :*ccount for use by future enrollees* The revolyirtg nature of the 
fund also makes it possible for the institution to carry over funda" 
across fiscal years as long as the Federal -^unds are drawn down and . . , 
matched prior to June 30th of the year in which they are authorized. 

Type of Aid ; Long-term, low-interest loans are repaid at not less 
thafi $30 per month, beginning nine months after graduation or 
termination of at' least half time study^ Annual i^nterefet is threeT 
percent of the unpaid balance onc3 payment begins. 

Minimum and Maximum : There is no minimum loan. The maximum total 
loan for students who have not yet completed two academic years of 
postsecondary education i% $2,50Q. 

Institutional Eligibility : In order to participate in the NDSL 
program, an institution must be certified as eligible 4xy the Division 
of Eligibility and Agency Evaluation of the U.S. Office of Education. 

• Program Eligibility : Within the school^ s course offering^, certain 
progi^ams may be designated as eligible, whereas^thers may be 
declared ineligible^ To be an eligible program urider NDSL^ a course 
must be 6 months and 600 clock hours in length and must, if s*vV 
proprietary school, admit as regulai;^ students^only persons witn\a 
high school diploma or recogjftized equivalency . <jr , if a public on • 
q^er nonprofit, school, admit only students beyond the compulsornr age*" 
of school attendance who can benefit from a postsecondary program. \ 

S tud^t Eligibil ity ; Lastly, student eligibility must be 
determined. In order to receive an NDSL, a student must^ 

1. be a citizen', a resident -of the Trust Territories of the 
t^acif i(li| ^ ^ in -the United States for other- than temporary 
purposGS^as evidenced by an 1^151 vi^a (permanent or resident 
alien^ cajrd) . 

.if 

2. be enrolled at least half time (12 hours per week). A clock 
l^our 'is defined kjs a 50^ to SOj^minute class , lecture, 
recitation, , faculty-supervised labora^iry, shop training or 
internship. * ^ • f 



3. bg making satisfactory ^ogresfe toward a degree or certificate 
and be in good standing according to institutional. standai*tis, 

4. not be in default on a loan received (GSL or FISL) for 
attendance ^at that institution and not owe a refund on a Federal 
grant received at that school, *x 

5. have financial need as determined by a recognized _nsed "analysis 
system* ^ 



6.' indicate a willingness to. repay the loan. Regulatory language 
now prohibits the making of a loan to any student who indicates 
an unwillingness to repay. Delinquency on a prior loan/or a 
pai^t history of poor debt pa5n3ient, nlay be taken as evidence of 
unwillingness to repay. 

Method o'^Application • ' 

For the Institution : The instifution applies for these funds 
annually, for all of its eligible students by means of the 
Tripart Application, The Tripart is normally* due in mid^Ootober 
for funds beginning in July of the following year. 1 

;.In order to receive funds, an institution must be declared 
eligible by the USOE Division of Eligibility and Agency 
Evaluation by January 31st of the year in which it will'be 
i receiving funds. Requirements for eligibility inclufffe national 
accreditation by the relevant USOE recognised accrediting body, 
oourse entrance requirements of a high school diploma or 
recognized equivalent, course length of af^ least 6 months ancf 
600 clock hours, completion of OE Form 1059, and the signing of 
_ . HEW Form 441, civil rights compliance. In addition, CD the 

* institution must match Federally received funds with a f 

contribution equal t9 at least one-ninth of the Federal dollars; 
(2) the institution is responnsible for collection of ^the loans; 
and (3) collected dollars are reloaned to other students 
(without the requirement of additional matching). 

2. For the Student : The student applies direct ly t^hr^ugh the 
institution for such funds. An analysis o£ the student's 
financial nee^ , a promissory note; as evidence of the 
indebtedness, and the submission of various othef forms are 
required. 

* NDSL Billing and Collection : Unlike other . forms of student 
assistance, the^Sdministrat ion of NDSL is far from completed when the 
money is disburs^ to the student. ^ In fact, th? institution's 
responsibilities have just begun at that juncture. Natlo«/l Direct 
Student LoaiRS are made without security, to students w^o^-^re 
generally unemployed, with^t assets, extremely mobile, and usually 
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without a Jtested tetrad it rating. Thus, if the collection program" is 
to be successful, Institutions must often put forth efforts greater 
than those utilized in tl^e collection of conventional loans. Good 
collection practice begins at the time the loan is made. It^ is now 
required by regulation that in addition to th^ ''exit interview'^ 
necess^ry^be£ore a student leaves school, an entrance or initial 
interview must be held. This session, conducted by the" financial aid 
officer at the time the ^irst payment of the loan is disbursed, 
• should at a minimum:^ 

1* Enable the institution to gather vital information about the 
borrower. It. has been found that if personal data such as 
* credit card pumbers^ names of relatives, driver's license 
* number, etc*> are collected at this point in the aid process, 

the student *will tend to give more accurate information than if* 
asked for the same information at graduation when the purpose of 
^ s» such data collection is more evident* 

2. Impress upon the student that this portion of his/her aid is a 
loan and must be repaid* 

3* Allow the borrower to raise questions about procedures and terms 
of* the NDSL. Care should be taken to inform the student both of 
his/her obligation and his/her privilejges. 

An exit interview must be conducted for each borrower before, leaving 
school. By regulation, the institution must employ all means at its 
disposal to assure the student's attendance at $ixch interviews. Like 
the entrance interview, the exit interview is both a give and take 
procedure^ Information on the program will be provided byAhe aid 
• officer, whereas the 'student will provide informatio^i useful should 
his account becomA delinquent* Topics to be reviewed include: 

1» the graoe period * 

^ 2# terms of payment-repayment s'chedule 

3. bil>}.ing procedures (will it be from the insi|i tutioa or from a 

. contracted billing service?) ' ^ , ^ 

^^^^ k 

y , 4* interest^, late charges 

5, cancellation and deferment procedures 

6» acceleration without penalty prDvision 

» 

^ ?• notification of address change ' 

A written record of the Exit Interview and a signed repayment 
sche4ule. must b5 retained for program documentation purpof^es . 
At the school's discretion these interviews may be conducted 
on an^ ind ividual or ^roup basis. 

f , ' • - . 
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